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By David M1 Ftd’ 


“The West Coast of Mexico 
“THE NEW CALIFORNIA 
“A Country Open for American Occupation. 


“Five million acres of the best land on earth—with the best 
cilmate on earth. New railroads, new ports and a small army of 
new people. A great coastal plain between the mountains and 
the sea, watered by a dozen rivers, served by two trunk lines. 
Land at California prices of forty years ago.” In June 1910 
a flamboyant advertisement beginning thus appeared in Over- 
land Monthly and directed the reader to apply for further in- 
formation to a Los Angeles land company, then engaged in 
colonizing northwest Mexico. In its dash and vigor the ad- 
vertisement symbolized a period in Mexican history which was 
about to end with the fall of the dictator, Porfirio Diaz,—a 
period of thirty-five years which had seen the frequently ruth- 
less advance of American capital and technology to the south. 

The advertisement also recalled a chapter in the history of 
southern California, for Los Angeles promoters, having learned 
many publicity techniques in the great land boom of the 1880’s 
were now applying them further afield. As in the earlier period, 
the promoters recognized the value of railroads in opening up 
an undeveloped country—witness the casual reference in the 


*Professor Pletcher is associate professor of history at Knox College. 
1 Overland Monthly, LV (June 1910), iv. 
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advertisement to “two trunk lines”. Since the American eco- 
nomic penetration of Mexico was, in a sense, an extension of 
the Far Western frontier movement, many of the approaches 
and viewpoints of American frontier historiography will be use- 
ful in studying the less-known Mexican area. For example, al- 
though no one can maintain that the historian has exhausted 
the subject of railroad history in the Far West, it is now time 
to approach the related subject of Mexican railroads and rail- 
road policies.” 


The historian can choose no better case study in Mexican 
railroad history than the state of Sonora. The Sierra Madre 
Occidental shuts off most of the west coast of Mexico from the 
more populous interior, but no such barrier separates Sonora 
from Arizona. American promoters were not slow to capitalize 
geography. On blueprints railroads crossed Sonora before the 
Civil War, and actual construction of the first Sonoran line 
began at about the same time as that of the Mexican Central 
and the Mexican National, now two of the principal sections of 
the National Railways of Mexico. After the turn of the century 
the Sonora Railway became the first link in a railroad chain 
forged by the Southern Pacific system between the American 
border and the central plateau. Sonora is the second largest 
state in Mexico, and in 1902 it was believed to rank second 
in American capital invested. Fully seventy per cent of this 
capital was invested in mines, but miners are peculiarly de- 
pendent upon adequate transportation to markets or smelters.* 
Thus, because of its accessibility to American capital, its rela- 


2 The standard summaries of Mexican railroad history have long been 
Fred W. Powell, Railroads of Mexico (Boston, 1921), and W. Rodney Long, 
Railways of Mexico, United States, Bureau of Foreign and Domestic Com- 
merce, Trade Promotion Series, No. 16 (Washington, 1925). These are 
no longer obtainable and, furthermore, pay too little attention to the rela- 
tionship between railroads and other American investments. 


3 United States, Bureau of Foreign Commerce, Commercial Relations of 
the United States with Foreign Countries during the Year 1902 (Washing- 
ton, 1903), I, 489. Hereafter cited as Commercial Relations. See also 
United States, Bureau of Manufactures, Monthly Consular and Trade Re- 
ports, No. 303 (December 1905), p. 164. Hereafter cited as Consular 
Reports. 
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tively early development, and the vital function of its railroads, 
Sonora furnishes an admirable point of departure for a study 
of Mexican railroads. 

On the map the state of Sonora resembles a wide, squatty isos- 
celes triangle, somewhat tilted, with its base lying along the east 
coast of the Gulf of California and one of its legs along the 
Arizona border.* Approximately the western third of the state, 
including fully half of the coastline, is too dry to support a 
large population even in these days of improved irrigation.* 
The principal populated areas lie on both sides of a vertical line 
drawn down the center of the state from the Arizona border 
to the Gulf, and thence to the southeast along the coast. Settle- 
ment is not continuous along this line, however, and one may 
find isolated but important mining centers here and there in 
the rugged country which snakes up the eastern half of the 
state. Two fertile river valleys, the Yaqui and the Mayo, cross 
the lower half of the state in a southerly and southwesterly 
direction. In these valleys fierce Indian tribes resisted the white 
man’s advance until the end of the nineteenth century, only to 
go down in defeat before the improved Mauser rifle and an official 
policy of Indian extermination. Today the valleys, especially 
in the lower courses, display a flourishing agriculture. A third 
river, the Sorora, flows through the state capital to the Gulf, 
but its valley is less intensively developed than the other two. 

After the Wars for Independence the Mexican government 
organized the present states of Sonora and Sinaloa into one 
unit called simply Occidente, but this huge state, which also 
included part of Arizona, proved too cumbersome for easy 
administration, and in 1830 it was split in two. During the 
rest of the century the Sonoran half developed slowly, for wild 
Indians killed or frightened away many settlers. Except for 





4The Altar district was formerly known for its gold deposits. It is said 
that the region contained 20,000 people in 1810 and produced $5,000,000 
annually. Since then, however, the lack of water has usually interfered 
with placer mining. Alfonso L. Velasco, Geografia y estadistica de la 
Republica mexicana (20 vols., México, 1889-1898, XIV, 97. 

5 The most recent and complete political history of Sonora is Eduardo 
W. Villa, Compendio de historia del estado de Sonora (México, 1937). 
* See map on page 465. 
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a few towns, the only centers of population were small mines. 
Between 1880 and 1900 large-scale mining companies appeared 
here and there, and after the end of the Indian menace small- 
scale farming diversified Sonoran economy. Because of its dry- 
ness, however, large sections of the state will never be developed 
except by miners. 


Similarly, the principal cities of the state were primitive, 
provincial hamlets during the nineteenth century, having little 
of southern Mexico’s charm and almost none of the “push” and 
bustle of the American frontier. Fully twenty years after the 
creation of a separate Sonoran government, Ures, the state cap- 
ital, had no public buildings but a jail, an unfinished ruined 
church, and a plain adobe palacio de gobierno, where the eight- 
man legislature quarelled away the sessions.° In 1879, after 
much argument, the government moved to Hermosillo, where it 
remains today, close to the most productive areas of the state. 
Even in the nineteenth century Hermosillo presented a more 
prosperous appearance than most other Sonoran towns, num- 
bering perhaps 13,000 inhabitants as early as 1840. 


Then as now the principal port of Sonora was Guaymas, 
lying on the Gulf of California directly south of Hermosillo 
and not far from the mouths of the Yaqui River. The Cali- 
fornia gold rush of 1849 rescued Guaymas, like many other 
Pacific ports, from complete obscurity, but even in 1889 it 
contained only 5,000 inhabitants. Travellers agreed that it 
was a poor stop-over point, especially during the summer, for 
the surrounding red hills which made the city resemble a 
brick-yard also shut off breezes and concentrated the heat like 
a “veritable furnace’”’.?. With the other Mexican ports Guaymas 


6 John Russell Bartlett, Personal Narrative of Exploration and Incidents 
in Texas, New Mexico, California, Sonora, and Chihuahua, Connected with 
the United States and Mexican Boundary Commission, during the Years 
1850, ’51, 52, and ’53 (2 vols., New York, 1854), I, 439. 


7 Velasco, op. cit., p. 25. Edwards Roberts, With the Invader: Glimpscs 
of the Southwest (San Francisco, 1885), pp. 128-9. Bartlett, op. cit., I, 479. 
Consular Reports, No. 104 (April 1889), p. 721. Roberts, op. cit., pp. 131-8. 
A. J. Grayson, “Notes of a Voyage from Mazatlan to Guaymas and Back,” 
Daily Alta California [San Francisco; no date; presumably November 1859]. 
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suffered from occasional epidemics of yellow fever. Neverthe- 
less, it was a regular port of call for west-coast steamers and 
thus a natural railroad terminus. Other Sonoran cities differed 
little from these, except that the mining centers usually en- 
joyed a cooler climate and less contact with the outside world. 
Alamos in particular most closely resembled the older cities to 
the south in showing remains of colonial wealth and grandeur. 


Until the end of the nineteenth century Sonora held only 
one claim to distinction in the economy of Mexico: its mines. 
Spaniards of the colonial period knew it only as a far-off, 
barren, savage land, where during the 1680’s abundant gold, 
silver, and lead ores had been discovered, and where the 
eighteenth century had brought even more astounding bonanzas. 
By 1825 it was said that Alamos and the nearby mines were 
producing between $80,000,000 and $100,000,000 of ore per 
month.® Indian raids, civil wars, and hard times in general 
crippled the industry during succeeding decades, but the memory 
of bygone riches lingered, refreshed by an occasional rich strike. 

Nearly all the Sonoran mines in operation produced silver 
and occasionally a little gold, as in the Hermosillo area, where 
the Indians themselves brought in nuggets for sale. Copper 
was known, but few realized how rich was the Arizpe district 
on the Arizona border, and before the general use of electricity 
the demand for the metal was small. Nearly everywhere the 
scarcity of timber and the plethora of wild Indians discouraged 
large-scale efforts. In some places native miners scratched the 
surface until they reached an obstacle and then abandoned 
work, while other mine-owners habitually shut up their mines 
with coffre-forts, opening them for work only when they needed 
a little cash. No one could have guessed that by 1900 some 
of these part-time mines were to attract million-dollar American 
corporations, and that in 1902 an American consul would es- 
timate that $27,800,000 of his countrymen’s capital was in- 


8Alberto F. Pradeau, The Mexican Mints of Alamos and Hermosillo, 
Numismatic Notes and Monographs, No. 63 (New York, 1934), pp. 1-7. 
® Cyprien Combier, Voyage au Golfe de Californie (Paris, 1864), pp. 232-7. 


Charles Lempriere, Notes in Mexico in 1861 and 1862 (London, 1862), pp. 
149-50. 
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vested in Sonora.’ As late as the 1880’s even Hubert Howe 
Bancroft, a keen observer of commercial opportunities, could 
write dispiritedly that although Sonora was regarded as the 
richest mining state in Mexico, it was “greatly neglected, owing 
to lack of water, capital, and security, and to an irregular 
geologic formation that has led to many disappointments, es- 
pecially to foreign firms. Poorer men, adapting themselves 
to changing circumstances, succeed better.” 1! 


The backward condition of Sonoran mining during much 
of the nineteenth century was both a cause and an effect of 
inadequate land transportation. Very few sections of Mexico, 
indeed, possessed all-weather highways until recent times. For- 
merly, about 250 miles of bad mountain roads separated Mexico 
City and Vera Cruz, the principal port, and in 1878 the patriotic 
and progressive Matias Romero, for many years Mexican min- 
ister to the United States, had to admit that the journey from 
Mexico City to Chihuahua required ten days by stage to Du- 
rango and another ten days on horseback or by private vehicle 
over roads that were deep in dust and mud. Before the com- 


ing of the railroad the journey by stagecoach along the Pacific 
coast from Guadalajara to Guaymas was called “a nightmare 
in the memory of the man who travels’”.!2 Sonora was no ex- 
ception to the rule. Even in 1851 an American visitor found 
no highway fit for wheeled vehicles between the important towns 
of Ures and Magdalena, although he reported ‘‘an excellent 
hard road” across the mountains from Chihuahua to Sonora.'® 


10 For example, according to the report of Consul General A. D. Barlow, 
the Greene Consolidated Copper Company and La Cananea Consolidated 
Copper Company had a combined capital of $7,500,000, and the Moctezuma 
Copper Company a capital of over $2,200,000. Commercial Relations, 1902, 
I, 482-3. 

11 Hubert H. Bancroft, History of the North Mexican States (2 vols., 
San Francisco, 1884-1889), II, 754. 


12 Doheny Research Foundation, Mexico, an Impartial Study (Unpub- 
lished manuscript in the Los Angeles Public Library, 2 vols.), I, 193, ff. 
E. A. H. Tays, “The new railroad for the west coast of Mexico,” Engineer- 
ing and Mining Journal, LXXXI (1906), 663. 


13 Bartlett, op. cit., I, 433, 244. 
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Governmental neglect was directly responsible for these con- 
ditions, of course, but a long succession of civil wars made such 
neglect almost inevitable. One may find occasional references 
in official documents to transportation improvements in the 
northwest, but there is no evidence of a consistent policy.’ 
The government imposed an unpopular road tax, the peaje, on 
vehicles and even on pedestrians, but the proceeds went into 
the general treasury or, as often as not, into the pocket of 
the local jefe. The highway system was a stepchild of the 
minister of foreign relations until the creation of the depart- 
ment of fomento in 1853. During the War of Reform civil 
strife prevented repair work, and rebel chieftains actually tore 
up roads in some parts of Mexico, in order to disrupt com- 
munications. After an abortive effort in 1861, Juarez finally 
abolished the peaje by law on November 19, 1867. Congress 
then earmarked the revenue from certain import duties for 
roads, a rough-hewn system of appropriation which lasted into 
the Diaz period. By the end of the century railroad subsidies 
weighed so heavily upon the Federal Government that high- 
way construction and repair were left more and more to the 
states—at first by informal agreement and after June 12, 1895, 
by law. In general, the states shirked their duties, apparently 
preferring to spend their funds on urban improvements in an 
effort to keep up with Mexico City.’ 


II 


The mountains and deserts that impeded Mexican roadbuild- 
ing during the nineteenth century also retarded the construc- 
tion of railroads. Surprisingly enough, however, in 1833, less 


14 For example, on October 26, 1842, Santa Anna issued a decree for the 
construction of “un camino de tierra” from Upper California to Sonora by 
a part-water route which included the islands of Angel de la Guardia and 
Tiburon. Manuel Dublan and José Maria Lozano, eds., Coleccion legislativa 
completa de la Repiblica mexicana (44 vols., México, 1876-1913), IV, 314-5. 
Hereafter cited as Coleccidén legislativa. 

15 Pablo Macedo, La evolucioén mercantil. Comunicaciones y obras pib- 
licas. La Hacienda publica: tres monografias que dan idea de una parte 
de la evolucién economica de México (México, 1905), pp. 186-93. 
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than a decade after the opening of the first commercially suc- 
cessful railroad in England, a traveler reported that United 
States Consul James S. Wilcox and others were discussing the 
feasibility of a railroad between Mexico City and Vera Cruz— 
surely one of the first railroad proposals in the New World. 
It is possible that a railroad line was also discussed for north- 
west Mexico during the 1830’s for John W. Starr, Jr., claims 
to have seen an autobiographical account by General Albert 
Pike in which the latter referred to a concession granted by 
the Louisiana legislature and providing for an international 
line between San Francisco and Guaymas.'® This idea reap- 
peared from time to time. In 1845 James Gadsden of South 
Carolina recommended to the Memphis convention on railroads 
a line to Mazatlan, the principal port of Sinaloa, and he was 
thinking at least partly in terms of railroads in 1853, when 
he attempted to purchase most of Sonora for the United States." 

It is not surprising that most of the projected lines to the 
Mexican Pacific coast during this period found their termini 
in Texas rather than in California or the sparsely populated 
Arizona Territory. A Mexican decree of July 15, 1854, for 
example, granted to Alejandro José Atocha the exclusive priv- 
ilege of constructing a railroad and a telegraph from either 
Paso del Norte or Presidio del Norte to Guaymas. The decree 
made no provisions for governmental inspection of the work 
completed—an omision which later regimes were careful to 
avoid—but in many other respects this early concession was a 
prototype of its successors. The company might use govern- 
ment lands along its line and import construction materials 
duty-free, while its employees were exempt from military serv- 
ice (except in case of a foreign war). On the other hand, the 
company must complete its survey and construction within a 
fixed period of time (in this case, two and twelve years re- 


16 Powell, op. cit., pp. 99-100. John W. Starr, Jr., One Hundred Years of 
American Railroads (New York, 1928), p. 207. 

17 James M. Callahan, American Foreign Policy in Merican Relations 
(New York, 1932), p. 216 and Chap. VII, passim. In the McLane-Ocampo 
Treaty of 1859 Mexico guaranteed unrestricted American transit from the 
Rio Grande to Mazatlan and from Nogales to Guaymas. The United States 
never ratified the treaty. IJbid., Chap. VIII. 
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spectively) and transport government employees and troops 
at half price. The government threatened to nullify the con- 
cession if a foreign government intervened to protect one of 
its citizens taking part in the construction or to manage the 
company itself.® 


At about the same time the Mexican government granted 
to J. B. Moore a similar concession for a line from the Ameri- 
can border to the Pacific coast farther south between Altata 
and Manzanillo. Neither railroad was built, but the Mexican 
documents do not indicate the reasons for failure..* We have 
a clearer picture of the early problems of Mexican railroading 
in the official history of the next important concession, granted 
to General Angel Trias, who represented the American-Mexican 
Company of New York. In 1861 Trias, supported by Ignacio 
Pesqueira, the energetic governor of Sonora, obtained from 
the state legislature a concession for construction between the 
American border and either Guaymas or some other Sonoran 
port. This concession appears to have violated the still-un- 
familiar Constitution of 1857, which reserved to the Federal 
Government all legislative powers in matters affecting com- 
munications.*° Apparently Trias and his employers recognized 
their insecurity, for on April 15, 1865, he secured a similar 
concession from the Juarez government, then holding out grimly 
in northern Mexico against the French. The terms of the 
concession closely resembled those of the Atocha grant more 
than ten years before, except that the Federal Government 
insisted on approving all survey plans within a fixed time and 


18 The original form of the concession, as printed by the government, 
may be found in the Archivo general, Mexico City, under the heading Secre- 
taria de Fomento, Seccion de Archivos, legajo numero 27. Wherever pos- 
sible, footnote citations for concessions will refer to the Archivo general. 
Since this material is unclassified and poorly arranged as yet, a reference 
to some more accessible source will be added, as, in this case, Coleccién 
legislativa, VII, 254-6. 

19 Jbid., pp. 336-41. The Moore contract was declared void on August 25, 
1857. Ibid., VIII, 558. 


20 Sonora, Memoria de la administracién piblica del estado de Sonora, 
presentada a la legislatura del mismo por el gobernador Ramon Corral: 
(2 vols., Guaymas, 1891), II, 264-5. 
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required the company to submit a bond of $30,000 to guar- 
antee the construction of the line. 


Such a bond became a common feature of railroad contracts 
in later days, but on this occasion it brought about the speedy 
failure of the venture. Before the time limit for the first sur- 
veying had expired, James Whiting, the president of the Ameri- 
can company, wrote to the Mexican minister in Washington, 
Matias Romero, reporting that the company had surveyed 260 
miles at great expense and risk, but that work had been stopped 
because of the danger of Indian attacks. Whiting added that 
he had duplicate survey maps for the government’s inspection 
in New York and requested that Romero intercede with his 
government for an extension of the terminal date for the sur- 
vey. Such requests were honored almost automatically by the 
Mexican government in later years, and Romero, a friend to 
American business, passed on the request to Mexico City, but 
the government turned it down. In a curt reply to Romero, 
José Maria Iglesias, then minister of hacienda, pointed out 
that the company had not submitted the $30,000 bond or noti- 
fied the government before beginning the surveys, as the con- 
tract required, so that government representatives might ac- 
company the crews.?! 

Although on August 6, 1866, the Juarez government issued 
a preliminary decree cancelling the concession, the company 
proceded to secure permission from Congress to incorporate 
itself as the Mexico and United States Railway Company. On 
January 14, 1869, United States Consul General Julius A. 
Skilton secured for the new company another concession for 
a railroad from the Texas border to Guaymas under much the 
same terms as those of the 1865 contract, except that the gov- 
ernment demanded a bond of $200,000. Even during the 
boom period of the early 1870’s the Mexico and United States 
Railway Company found itself unable to fulfill its contract, 
and after a warning decree in 1871, the Mexican government 
cancelled the concessions on January 14, 1873.2 


21 Coleccion legislativa, IX, 705-9, 726-8. 
22 The Mexico and United States Railway Company numbered Columbus 
C. Douglass, Jesse Hoyt, Cyrus H. McCormick, Anson Bangs, and A. H. 
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It is impossible to describe the exact route which this rail- 
road would have followed, since it was never constructed, 
but an earlier traveler argued that the practical engineer 
would lay his tracks west from El Paso across the Sierra 
Madre by Guadalupe Pass to the headwaters of the Yaqui 
River, thence southwestward between the Yaqui and Mayo 
Rivers, and down the smaller Guaymas River to the port 
of Guaymas.”* As the population of the United States ex- 
panded westward from Texas, however, and plans matured 
for a transcontinental railroad through New Mexico and Ari- 
zona to California, the American terminus for the proposed 
Guaymas railroad moved westward too. It is clear from a 
letter by General William S. Rosecrans, who was much in- 
terested in Mexican railroads, that at least some American 
railroad promoters expected the transcontinental line to tap 
Sonora as well as California.** 


At least a year before the cancellation of the Trias and 
Skilton concessions, a rival promoter appeared in the field. 
This man, James Eldredge, represented a group of London 
capitalists and proposed to construct a shorter line from Guay- 
mas almost directly north to the border, where he hoped to 
intersect the Great Southern Transcontinental Railroad, a 
projected line from San Diego to Shreveport, Louisiana. Eld- 
redge followed the example of Trias in securing the hearty 
support of Governor Pesqueira before submitting his plans 
to the Sonora legislature early in 1872. Here he stirred up 
a veritable hornets’ nest, to judge from debates in the official 
state newspaper. No one seems to have objected to the use 
of British capital, although some deplored the project be- 
cause it would surely open an avenue for American economic 


Barney among its American supporters. Powell, op. cit., pp. 104-5. 
Coleccion legislativa, X, 516. Republica mexicana, Ministerio de comunica- 
ciones y obras ptblicas, Reseiia histérica y estadistica de los ferrocarriles 
de jurisdiccién federal desde agosto de 1837 hasta diciembre de 1894 
(México, 1905), p. 18. 

23 “Cincinnatus” [Marvin Wheat], Travels on the Western Slope of the 
Mexican Cordillera [ete.] (San Francisco, 1857), pp. 365-6. 


24 See a letter of his dated February 15, 1868, and contained in the Hayes 
Railroad Collections, VI, 30, at Stanford University. 
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expansion southward. But when supporters of the conces- 
sion in the state legislature suggested the grant of public 
lands (baldios) as a subsidy, their opponents protested bitterly 
on both the constitutional and practical grounds. Did the 
Constitution of 1857 allow a state to grant public lands for 
railroads entirely within its borders? Yes, said the railroad’s 
supporters, citing Article 117, which, like the Tenth Amend- 
ment to the United States Constitution reserved to the states 
all powers not specifically granted to the Federal Govern- 
ment. One Deputy Martinez compared the proposed contract 
to Attila’s demand that a certain besieged city yield all its 
treasure. When the unfortunate townsmen asked, “What do 
you leave us?” the Hun replied, “Your lives.” The delegates 
from remote parts of the state, such as Sahuaripa district to 
the east, complained that they stood to benefit little from a 
railroad far to the west, while surrendering their share of 
the potential income from the baldios.*® 

In answer to these objections, the followers of Governor 
Pesqueira argued that the public lands were not valuable 
enough to justify such excessive scruples, that many nations 
were accustomed to grant them free to colonists, and that 
Sonora would benefit greatly from a railroad between Guaymas 
and Hermosillo, which would cost at least $750,000 to build. 
Gradually they won the fight. On June 29 a specially ap- 
pointed committee returned a favorable report on the railroad 
project, and on September 6 Ismael S. Quiroga, the Sonoran 
delegate to the Federal House of Deputies, was able to write 
to the minister of fomento that the state concession was a 
fact. The contract required the Eldredge company to con- 
struct ten Mexican leagues of railroad within two years and 
the whole line to the border within four years. In return, 
the state promised a subsidy amounting to 640 American acres, 
for each mile and agreed not to grant a parallel railroad con- 
cession within thirty miles of the line. Perhaps out of defer- 
ence to the constitutionalist objectors, the contract required 


75 Commercial Relations, 1872, p. 687. La Estrella de Occidente, Periddico 
oficial del gobierno del estado de Sonora (Ures), Segunda Epoca, No. 294 
(April 19, 1872), p. 4; No. 300 (May 31), pp. 3-4; No. 302 (June 14), 
pp. 3-4; No. 304 (June 28), pp. 3-4; No. 308 (July 26), pp. 3-4. 
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the approval of the Federal Congress. Indeed, Quiroga’s letter 
was an opening gun in the campaign to secure that approval.*® 

The battle in the Federal Congress, however, promised to 
be at least as bitter as that in the state legislature. The 
Juarist minister to the United States, Matias Romero, had sup- 
ported American investments in Mexico wherever possible, and 
during the 1860’s, as we have seen, Juarez had continued to 
use his temporarily diminished authority to issue concessions. 
In 1872, however, his sudden death brought to the presidency 
the suspicious Miguel Lerdo de Tejada, whose attitude toward 
American imperialists was indicated by the statement often 
attributed to him: “Between a strong nation and a weak one 
the best defense is a desert.” Furthermore, the Mexico and 
United States Railway Company had not yet given up its 
own railroad plans and commissioned W. B. Maxson to pe- 
tition for a postponement of the concession and fight off rival 
promoters. 

Although he naturally leaned toward the state-granted El- 
dredge concession, Quiroga attempted to preserve neutrality, 
so that he could appear to stand only for the best interests 
of Sonora. His arguments echoed the sentiments of American 
Westerners, eager for the better markets which railroad trans- 
portation would provide. He did not think the land subsidies 
excessive, considering that the Federal Government had been 
accustomed to reward surveying companies with one-third of 
the land surveyed. The Indian wars were paralyzing industry 
in Sonora and driving out its inhabitants—already forty thou- 
sand of them, he said, had moved to California and Arizona 
Territory. In order to obstruct the Maxson group, Quiroga 
then suggested certain additional restrictions on the Maxson 
concession. These were already contained in the contract of the 
Eldredge; these would make fulfillment difficult.27 In the end, 


26 Ibid., No. 304 (June 28), pp. 3-4; No. 314 (September 6), pp. 1-3; No. 
328 (December 13), pp. 3-4. See also Ferrocarril de Sonora, proyectado 
por el Sr. James Eldredge con aprobacién del gobierno de aquel estado 
(México, 1872), passim. 

27 Ferrocarril de Sonora, pp. 4-8. [Ismael S. Quiroga], Carta dirigida 
al Sr. Gobernador D. Ignacio Pesqueira sobre asuntos importantes del estado 
de Sonora (Mazatlan, Sinaloa, 1873), pp. 1-3. 
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the two rivals stifled each other. Within a year the Mexico 
and United States Railway Company lost its concession, but 
despite Quiroga’s efforts, Congress refused to approve the 
Eldredge contract. The third party to the transaction, the 
state of Sonora, continued to petition Congress for a railroad, 
and one memorial during 1874 described conditions in the 
state in pathetic terms: “Her decay and ruin are so notorious 
that, unles a saving crisis will soon arrive, her annihilation 
is imminent. Her population is so scant that it will not num- 
ber ten persons to the square league of her territory. ... All 
business, all sources of wealth, languish.” *§ 


Late in that year David Boyle Blair, a British subject who 
had become interested in the Guaymas railroad problem, sent 
a petition to the Federal government, asking that the stalled 
Eldredge concession be transferred to him. It is not known 
whether Blair was one of the original members of the Eldredge 
company or an outsider who took up the project. On Decem- 
ber 11, 1874, he and the minister of public works, Blas Bal- 
carcel, signed a contract which Balcarcel promptly submitted 
to Congress with the opinion that it would be unfair to make 
Sonora wait for a railroad until the lines reached out that 
far from Mexico City. 


Unlike the Eldredge concession, this one required the rail- 
road company to build a telegraph line along the track. The 
company must complete one hundred kilometers within twenty 
months after the approval of the first sections of the survey 
and one hundred kilometers a year thereafter. The subven- 
tion offered was much larger than before; 5,633 hectares of 
land for each kilometer built, the total not to exceed half of 
the public lands in the state. This land the railroad was to 
occupy in alternate sections, in the manner of American land 
grants to railroads. In addition, the railroad might hold and 
exploit mines discovered along the right of way and import 
construction materials free of duty for fifteen years. The 
road was to be free of all Federal taxes, including the stamp 
tax, for fifty years. This last provision was unusually gener- 


28 Quoted in Commercial Relations, 1874, p. 846. 
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ous in comparison with later grants. In fact, it is difficult 
to understand why Congress should have even considered this 
grant, after rejecting the less munificent Eldredge concession. 
Perhaps Blair knew where to apply pecuniary persuasion. In 
any case, Congress approved his concession on June 16, 1875, 
and on November 3 postponed the date on which the familiar 
deposit of $50,000 must be paid.*’ 


Ill 


A year later, before Blair’s company had begun operations, 
the Mexican government suddenly changed hands. Porfirio 
Diaz revolted against Lerdo and replaced him as president. 
Meanwhile, United States Consul A. F. Garrison at Guaymas 
reported that construction of the railroad would probably be 
delayed until the completion of the projected American line 
from San Diego to Shreveport.*° This was not unreasonable, 
as a connecting American line could be the only immediate 
source of profitable business for a short Mexican railroad. As 


in previous cases, however, delay was fatal, for the govern- 
ment always wanted action, and the officials of the new presi- 
dent had little respect for the policies and grants of his prede- 
cessor.*! Therefore, in 1877 Blair lost his concession, which 
now passed under the control of two experienced promoters, 
Robert R. Symon and David Ferguson, represented by Sebas- 
tian Camacho. Symon and Camacho had operated the mints 


“9 Sonora Railway Company, Limited, Contract Entered into between the 
Executive of the Republic of Mexico and David Boyle Blair (New York, 
1875), pp. 5-7. Archivo general, legajo nimero 6. (Coleccién legislativa, 
XII, 758-67). Blair’s name sometimes appears as David Boy-le-Blair and 
David Boile Blair. 

30 Commercial Relations, 1876, p. 757. 


31 The government justified its action by Blair’s failure to submit the 
required survey plan in time and his attempt to deposit the $50,000 bond 
in London—minor points indeed. Memoria presentada al congreso de la 
union por el secretario de estado y del despacho de fomento, colonizacion, 
industria y comercio de la repiblica mexicana Vicente Riva Palacio, corres- 
ponde al aiio trascurrido de diciembre de 1876 a noviembre de 1877 (México, 
1877, pp. 261-2. 
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at Hermosillo and Alamos under lease from the government 
between 1851 and 1871, and in 1877 Robert R. Symon and 
Company held a new 314-year lease on these two mints and 
the one at Culiacdn as well. Camacho and Ferguson had both 
been among the fourteen founders of a short-lived enterprise, 
the Mexican Company, Ltd., and Camacho seems to have been 
a general agent and errand-boy for American capital in Mex- 
ico City during this period.** On June 12, 1877, the govern- 
ment declared the Blair concession void for lack of survey 
and construction work, and on June 19 Diaz transferred the 
concession to the Symon-Ferguson-Camacho group. On Oc- 
tober 12 Vicente Riva Palacio, the new minister of public 
works, signed a contract with the group, repeating most of 
the provisions contained in the Blair concession.** 


Riva Palacio immediately submitted the new contract to Con- 
gress, which postponed all action until the session of May 1878. 
During the following summer a special committee debated the 
question of foreign-built railroads and finally submitted an un- 
favorable opinion. The decision of the committee members 
was influence? by a report from General G. Sanchez Ochoa, chief 
of engineers in the Mexican Army. Sanchez Ochoa began with 
a long rhapscedy on the promising future of overseas trade with 
the Orient, for which he believed the Mexican ports particularly 
well prepared, since they were closer to Australia than those 
of the United States and less subject to storms. Why should 
Mexico build a railroad across Sonora and Chihauhau and lose 
most of the benefits of this trade to the United States, he asked, 
when she might seize the lion’s share by diverting the flow 
through Mexico City? Another important consideration in his 


32 Pradeau, op. cit., pp. 48-54. Powell, op. cit., p. 107 and note 26. 

33 Coleccién legislativa, XIII, 199-200, 204. United States, President, 
Message . . . Communicating in Answer to a Senate Resolution of Feb- 
ruary 20, 1879, Information in Relation to the Construction of Railroads tin 
Mexico, 45th Congress, 3rd Session, Senate Executive Document, No. 73 
(Washington, 1879), pp. 16-7. The new contract allowed the government 
to pay the cash subsidy in installments of $50,000, figured at the rate of 
$5,000 per kilometer. The company was allowed a slightly longer time in 
which to make the surveys and begin construction. 
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eyes was the possibility that Sonora might gravitate toward the 
United States in the manner of Texas.** 


The report of the Congressional committee won much support 
from the central section of the country, but Antonio Moreno, 
senator for Sonora, sprang to defend the interests of his state, 
warning Congress that it was the duty of the Federal Govern- 
ment to atone for the previous neglect of northwest Mexico, and 
that threats of secession should be regarded as warnings of 
worse to follow, if aid were not forthcoming. When Congress 
still failed to act, the department of public works added an 
amendment to the concession, forbidding the company to ac- 
quire real estate within twenty leagues of the border, beyond 
that necessary for laying track and building stations. At this 
point Diaz and Riva Palacio apparently gave up hope of per- 
suading Congress to approve the transfer and carried into effect 
the earlier decree of 1877." 


The presidential confirmation of their concession did not solve 
all of the problems confronting Symon, Ferguson, and Camacho, 
for they had now to enlist sufficient capital to construct a rail- 
road across an unproductive and almost deserted land. More 
fortunate than either Eldredge or Blair, they soon found a 
wealthy American patron: the Atchison, Topeka and Santa Fe 
Railroad. This company was founded in 1859 and during the 
succeeding years pushed westward across Kansas and into Col- 
orado, where it fought a long war with the Denver and Rio 
Grande Railroad for the possession of the Royal Gorge, the key 
to the Far West. After hand-to-hand battles and legal suits, 
the two companies signed an agreement by which the Santa Fe 


34 United States Minister John H. Foster to Secretary of State William 
M. Evarts, January 28, August 16, 1879, contained in United States, Depart- 
ment of State, Papers Relating to the Foreign Relations of the United 
States (Washington, 1861- ), 1879), pp. 778, 826-31. 

35 Foster to Evarts, August 16, December 24, 1879. Jbid., 1879, pp. 831-3; 
1880, pp. 719-22. Diaz rationalized his arbitrary action by referring to 
Section 3 of Article 33 in the Blair charter, which read: “In any of the cases 
here specified the company shall lose the concessions granted in this law, 


of which the government will be able to dispose at its will. ...” (Italics 
mine.) 
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was to stay out of western Colorado in return for a free hand 
in New Mexico and Arizona.** 


Camacho and his associates, knowing that the Santa Fe must 
expand to the southwest, offered to share their Mexican conces- 
sion for a railroad to Guaymas, a coastal terminus, in return 
for funds with which to begin construction. Accordingly, the 
Sonora Railway was incorporated on April 28, 1879, under a 
Massachusetts law permitting railroad construction in foreign 
countries. Its president was Thomas Nickerson of the Santa 
Fe Railroad, and its subscribed capital was soon raised to $1,- 
200,000, but the Santa Fe did not acquire complete control of 
the road until 1882. In that year William B. Strong, president 
of the mother company, signed a compromise agreement with 
Collis P. Huntington of the Southern Pacific Railroad, giving up 
his original plan to extend the Santa Fe track through California 
to the Pacific. At once Strong took formal possession of the 
Sonora Railway and completed a connecting line from Benson, 
Arizona, to Nogales.** 


Railroad building in nineteenth century Mexico demanded 
men of rugged physique and everlasting patience, such as Daniel 
Bullard Robinson, who superintended construction in Sonora for 
the Santa Fe. Robinson had begun his railroad career pushing 
a truck for fifty cents a day on the Vermont Central Railroad 
and had worked his way up in California and the South. His 
assistant during much of the construction was W. R. Morley, 
who had led the defense of the Royal Gorge for the Santa Fe.** 
These men needed all their experience to combat the inevitable 


36 Glenn D. Bradley, The Story of the Santa Fe (Boston, 1920), Chaps. 
II-IX, and especially pp. 224-6. 


37 Powell, op. cit., p. 128. Sonora Railway Company, Limited, Massachu- 
setts Laws. Mexican Concessions. First Mortgage Bond. By-laws. 
Boston, [1882], passim. Symon became second vice-president of the Sonora 
Railway, while Camacho and Ferguson were members of the board of 
directors. Henry VY. Poor, ed., Manual of the Railroads of the United 
States, Showing their Mileage, Stocks, Bonds, Cost, Earnings, Expenses, 
and Organizatior etc. (New York, 1868-1924), 1884, p. 979; 1896, p. 360. 

38 C y Warman, The Story of the Railroad (New York, 1911), p. 213, ff. 
Morley was accidentally shot during the construction. 
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obstacles of work in a foreign country. Construction began 
during 1880 at the Guaymas end of the line, as specified in the 
contract. In the course of the first four miles Robinson and 
Morley had to construct two bridges and two tunnels from the 
wharf on Ardilla Island, and only a fraction of the full comple- 
ment of workers could be used in the cramped space. After 
that surveying proved less difficult. Timber for bridges and 
wharves came from Oregon, but steel rail, purchased in Europe, 
had to find its way around Cape Horn on ships which could 
make only one round trip a year.*® 


At the beginning the company expected to draw most of its 
labor supply from the Yaqui Indians of southern Sonora. At 
once the appearance of the road gangs disrupted local wage 
scales—the first concrete effects of the railroad. An Indian who 
had formerly been paid $5 a month could now earn that much 
in a week, and as a result many neighboring haciendas were vir- 
tually depopulated. As a special attraction to labor, foremen 
grudgingly tolerated mushroom camps along the right of way, 
sometimes even supplying tents, and special trains carried the 
Indians’ baggage from camp to camp: rolls of straw matting, 
stone mortars, wicker crates full of cheese, sacks of pomegran- 
ates, and demijohns of mescal. Soon the company added two 
hundred American negroes to the mixture. “Not all the negroes 
had characters. Many of them had two names and a razor, and 
when they distributed themselves among the natives on a night 
that followed pay day thoughtful men slept in storm cellars.’’ *° 


Such conditions, however, were no worse than those attending 
railroad construction in many parts of the American West, 
and, come what might, the seasoned engineers pushed the line 
steadily northward. On November 4, 1881, the first through 
train ran from Guaymas to Hermosillo, an event celebrated by 
the appearance of the state governor and free rides in both 


39 Ibid. Consular Reports, No. 1 (October 1880), pp. 3-4. 

40 Quotation from Warman, op. cit., p. 214. See also Charles S. Aiken, 
“The Land of Tomorrow,” Sunset Magazine, XXII (June 1909), 571, 575. 
Aiken’s description of the effects of railroad building around 1909 applies 
to that of 1880 as well. 
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directions. The governor might well appear, for the company 
had spent $690,119 in Sonora for labor and supplies by that 
time. Prosperity seemed close at hand, and a writer reported 
to Farmer and Dealer in San Francisco that six Sonoran mines, 
the least valued at $200,000, had passed into the hands of New 
Yorkers and Chicagoans during the preceding six months.*! 

At this point the company engineers decided that the originally 
planned route through Ures and Arizpe to El] Paso was imprac- 
ticable and began to construct the line straight north toward 
the border at Nogales without consulting the Mexican govern- 
ment. The Blair contract of 1875 had mentioned the Ures sec- 
tion as a mere branch line, but it had become the main line in 
a later contract of September 14, 1880, with Camacho and Fer- 
guson, and the secretary of fomento ordered all work suspended 
for failure to fulfill this contract. Long explanations and pro- 
tests followed. The company representatives argued that a 
direct connection with the Santa Fe lines in the United States 
would lower the cost of importing materials, and, while the 
government objected to the bypassing of important towns, its 


officials eventually yielded the point. A revised contract, dated 
December 16, 1881, provided that the main line run through 
Magdalena to Nogales and added a branch to El Paso which was’ 
never built. At the same time the company accepted a lower 
scale of maximum rates and promised to build an iron light- 
house for the government at Guaymas.** With this petty dis- 


41 Consular Reports, No. 17 (March 1882), p. 442. Leonidas Hamilton, 
Border States of Mexico (San Francisco, 1881), pp. 35-6. 

42 México, Memoria presentada al congreso de la unidn por el secretario 
de estado y del despacho de fomento, colonizacién, industria y comercio de 
la repiblica mexicana, General Carlos Pacheca, corresponde al aito trascurr- 
ido de diciembre de 1877 a diciembre de 1882 (México, 1885), III, 554-5. 
The contract of September 14, 1880, may be found in Archivo general, legajo 
numero 11 (Coleccién legislativa, XIV, 458-66). In addition tc its other 
provisions, the contract of December 16, 1881, extended the terminal date 
for the construction and bound the company to supply wire and office equip- 
ment for the government telegraph system. Archivo general, legajo numero 
7 (México, Resefia historica, p. 19). On October 23, 1888, the Mexican 
government finally cancelled the concession of the branch to El Paso, seeing 
that the company had no intention of building it. México, Resefia histérica, 
p. 19. 
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agreement solved, the rest of the construction offered few ob- 
stacles. By September 1882 a gap of only twenty miles lay 
between the line advancing from the south and the rails from 
Benson, Arizona, which ended at Line City with “‘a dozen shacks 
and tents and as many mountains of empty beer bottles.” On 
October 25, 1882, the Sonora Railway was opened for traffic.** 


During the 1880’s and 1890’s the Santa Fe operated a fairly 
elaborate transportation system in Sonora. Trains left Benson, 
Arizona, daily at 7:30 A. M., running to Nogales over the track 
of another subsidiary line, the New Mexico and Arizona Rail- 
road, and making the complete trip to Guaymas in about twenty- 
nine hours. The northbound trains left Guaymas daily at 1:40 
P. M. and reached Benson twenty-five hours later—when they 
were on time. The first-class passenger fare from Benson to 
Guaymas was $17.01, Mexican currency. At Nogales, Magdal- 
ena, and Hermosillo the train made connections with stage lines 
to other cities of Arizona and Sonora, and in addition the rail- 
road operated steamers twice a month from Guaymas to Agia- 
bampo, Topolobampo, Altata, Mazatlan, Manzanillo, and points 
on the mainland and in Lower California.*# To judge from 
passenger complaints, the railroad service could always stand 
improvement, for each year the rainy season wrought havoc 
on the roadbed and the flimsy bridges. On one occasion a group 
of hapless passengers spent two nights on the train at Mag- 
dalena, some of them sitting up on the second night because (so 
they reported) the porter felt himself overburdened and re- 
fused to make up their berths. Seasoned travelers warned neo- 
phytes to take along box lunches rather than eat at such way- 
stations as Carbé, where a Chinese restaurant supplied week- 


43 Warman, op. cit., p. 248. Long, op. cit., p. 182. 


44 Thomas T. Chittenden, Highways of Commerce, The Ocean Lines, 
Railways, Canals, and Other Trade Routes of Foreign Countries, United 
States, Special Consular Reports (Washington, 1895), XII, 51-2. As soon 
as the railroad was completed, citizens of Guaymas began plans for a 
large winter hotel which would attract tourists, but a serious attack of 
yellow fever decimated the population and paralyzed business for two years. 
Consular Reports, Number 104 (April 1889), pp. 721-2. 
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old cold meat, rotton tomatoes, and revolting pies.** Despite 
these drawbacks, most Americans and many Sonorans would 
soon have found it difficult to do without the railroad, having 
once enjoyed its service. 


IV 


Other American and Mexican promoters in Sonora paid the 
railroad the tribute of imitation, and the new concessions granted 
during the 1880’s and 1890’s, if carried out, would have given 
the state a railroad network comparable to those in most Ameri- 
can states west of the Mississippi. Unfortunately none of the 
promoters attracted a powerful supporter like the Santa Fe, and 
many of the proposed lines were outgrowths of speculative land 
projects, none too stable in themselves. 


On November 29, 1880, even before the completion of the 
Sonora Railway, Robert R. Symon signed a contract for a short 
narrow-gauge line between Guaymas and a point on the Yaqui 
River where he hoped to establish a coal-mining industry. In- 
deed, coal mines were soon in operation at San Marcial on the 
Guaymas River, but Symon quickly realized that his chosen de- 
posits would need a thorough geological survey before exploita- 
tion, and the presence of the fierce Yaqui Indians made survey- 
ing impossible. He obtained postponements from the govern- 
ment in 1881 and 1882 but never built the line.** Later in the 
decade, on November 30, 1885, one Benigno V. Garcia contracted 
to build a similar railroad from Guaymas to an unspecified point 
in the Sonora coal region, but after an extension in 1889 the 
government withdrew the contract in 1891, because no work had 
been done.*7 On July 20, 1881, Congress approved a contract 
with Carlos R. Ortiz, representing the state government of 


45 El Trafico (Guaymas and Nogales, Sonora), September 1, 1895, p. 4; 
May 9, 1897, p. 9. 

46 México, Ministerio de Fomento, Memoria, 1877-1882, III, 580. Coleccién 
legislativa, XVI, 160-8, 705. Archivo general, legajo numero 35. 

47 Archivo general, legajo nimero 55. (Coleccién legislativa, XIX, 823-4.) 
México, Resefia histérica, p. 73. 
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Sonora, for another short line from Alamos to the gulf coast 
at Yavaros, but there is no evidence that the government under- 
took any construction, and the mining community at Alamos had 
to wait over two decades longer for rail connections with the 
outside world.*$ 


A much more elaborate railroad project involving southern 
Sonora was the Sonora, Sinaloa, and Chihuahua Railroad. Dur- 
ing the late 1870’s George H. Sisson, a Michigan lawyer, had 
become interested in mining and agriculture in northwest Mexico. 
Acting through a Mexican associate, Luis Huller, Sisson pur- 
chased 750,000 acres of mining land in Sonora and under a Mexi- 
can survey law of 1883 acquired several enormous grants of land 
stretching across the northern half of Lower California. Despite 
the public outcry which this grant produced, Sisson, Huller, and 
several associates incorporated the International Company of 
Mexico and began to sell this land to prospective settlers.* 
On September 20, 1887, a representative of Sisson and Huller 
signed an extensive contract with the Mexican government, call- 
ing for a main line of track from Guaymas to Alamos and thence 
across the Sierra Madre to a point on the Mexican Central Rail- 
road in Chihuahua, with branches from Alamos to Agiabampo 
on the gulf coast and to the Sonora coalfields. A few months 
later another contract shifted the main line from Alamos to 
Topolobampo, (thus keeping the Sonora section of the railroad 
closer to the coast) and extended the Chihuahua section up the 
entire length of that state to the border of New Mexico." 


As far away as Mexico City, the Mexican Financier, the most 
important chronicle of American business activity in the country, 
published many articles about 1890 indicating a real belief in the 
success of the Sonora, Sinaloa, and Chihuahua Railroad. Several 


48 Archivo general, legajo numero 35. (Coleccidn legislativa, XVI, 17-26.) 

49 Bancroft, op. cit., II, 734-5. Charles Nordhoff, Peninsular California; 
Some Account of the Climate, Soil, Productions, and Present Condition 
Chiefly of the Northern Half of Lower California (New York, 1888), 
pp. 86-7. 

50 Coleccién legislativa, XVIII, 397-409. Archivo general, legajo nimero 
46. (Coleccion legislativa, XIX, 105-9). 
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farming colonies in Chihuahua near the American border were 
reported to have purchased a million acres of land near the pro- 
posed route. The line would pass eighteen miles from the tra- 
ditionally rich Batopilas mines, and optimists estimated that the 
railroad would tap mining regions producing in all $350,000 a 
month. The company actually graded a few miles of the line 
southward from Deming, New Mexico.*! At this point, however, 
the familiar decline set in. Sisson and Huller disposed of their 
land company in Lower California to English interests—just in 
time, as events turned out, for droughts and the panic of 1893 
soon ruined the purchasers. Late in 1890 the two promoters 
allowed the railroad contract to be transferred to Tomas Mac- 
Manus, who lost it- three years later for failure to begin con- 
struction. On December 18, 1893, the government granted a 
new concession, but on July 7, 1894, the concession was nullified 
for good.*” 


At the same time the Huller group was attempting to develop 
a counterpart of this railroad in northern Sonora and Lower 
California. Somewhat earlier on February 12, 1881, the govern- 


ment awarded to Ignacio Alas and Tomas Rogers a contract for 
a railroad from Tijuana, Lower California, on the American 
border, through Punta Isabel at the mouth of the Colorado River 
to the Sonora Railway, with branches to Altar and Magdalena, 
but on August 23, 1886, this contract was withdrawn. On May 
10, 1887, the government granted much the same concession to 
Huller, extending the line east of the Sonora Railway and across 
the mountains into Chihuahua. This contract was revised and 
extended several times, and on June 8, 1890, his name was re- 


51 Mexican Financier, XVI (August 9, 1890), 534-5. 

‘2Arthur W. North, The Mother of California (San Francisco, [1908]), 
pp. 88-9. Archivo general, legajo numero 59. (Coleccién legislativa, XX, 
308-10.) The last-mentioned contract, granted to Enrique A. Mejia and 
Alfonso Lancaster Jones, included the right to build a costal line as far 
south as Mazatian. Coleccién legislativa, XXIII, 556-67. Other concessions 
were granted for coastal lines in Sinaloa, joining the Sonora Railway at 
Guaymas and usually passing through Alamos, notably those of the Sinaloa 
and Durango Railroad, represented by Robert R. Symon. These cannot be 
treated in detail for lack of space. 
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placed by that of Emilio Velasco, representing the Compajia 
mexicana de terrenos y colonizacién. The line was never built.** 


In the midst of all these failures and abandoned concessions, 
it is reassuring to observe that at least one short line was actually 
built in southern Sonora during the 1890’s; the Torres and Minas 
Prietas Railroad. This line, running about thirty kilometers east 
from the Torres station of the Sonora Railway, owed its existence 
to Federico H. Seymour, who, according to one account, sold some 
mining property in the neighborhood for $300,000 and decided to 
invest the money in a feeder line which would increase the value 
of other mines in that part of Sonora. On April 30, 1896, he 
secured congressional approval of a contract, and a year later 
the line was largely finished.*‘ In the first year of its operation 
it stimulated mining, and El Trdfico, a Nogales newspaper, re- 
ported the construction of hundreds of houses and other build- 
ings in La Colorada, a hamlet along the line. So many Ameri- 
cans moved into the town that the principal thoroughfare was 
renamed Main Street. Under the circumstances, it is not sur- 
prising that Seymour and his associates began at once to make 
plans to extend the line eighty kilometers to Ures, but the early 
prosperity did not last, and none of the later contracts was car- 
ried out.*® 


Perhaps it was fortunate for their promoters that few of 
these railroad projects were completed, for they threatened to 
supply Sonora with more transportation lines than the state could 


53Archivo general, legajo numero 35. (Coleccidén legislativa, XVI, 160-8.) 
México, Resefia historica, p. 51. Archivo general, legajo numero 43. (Co- 
leccion legislativa, XVIII, 255-68.) Coleccion legislativa, XIX, 425. Archivo 
general, legajo numero 58. (Coleccién legislativa, XX, 199-201.) Hiiller 
also contracted on April 16, 1886, to establish a steamship line running 
along the whole west coast from San Diego, California, to San José, Guate- 
mala. La Constitucion, periodico oficial del gobierno del estado libre y 
soberano de Sonora, VIII (July 9, 1886), 1-2. 

54 El Trafico, March 21, 1897, p. 2. Coleccién legislativa, XXVII, 217-24. 


55 El Trafico, April 4, 1897, p. 4; July 18, 1897, p. 2. The Torres-Minas 
Prietas line was operated with some regularity until 1916, but after that 
time business fell off badly, and the track and roadbed were allowed to 
run down. Long, op. cit., p. 164. 
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profitably support at that period. Inded, even the Sonora Rail- 
way, for which great hopes had been entertained, proved a dis- 
appointment to its owners. It is difficult to obtain accurate fig- 
ures of profit and loss covering the whole period, but in 1883, 
the first full years of operations, the balance sheets showed a 
deficit of $93,495.21, and although the road seems to have been 
run at a small profit after that, it certainly suffers by comparison 
with the Mexican Central and the Mexican National, the longest 
roads in the country.** Strong and Nickerson had hoped to make 
Guaymas a temporary substitute for San Francisco and Los An- 
geles as a western terminus for the Santa Fe Railroad, but the 
undeveloped Sonora hinterland left it poorly qualified for this 
position. They were compelled to dicker with the Southern Pa- 
cific Railroad, which by then controlled the gateways to Cali- 
fornia. Evidently using the Sonora Railway and the port of 
Guaymas as a threat of potential competition, they succeeded in 
buying out the Mojaves-Needles division of the Southern Pacific 
and in obtaining terms for the use of Southern Pacific tracks as 
far as San Francisco. In 1885 the Santa Fe Railroad finally 
entered Los Angeles on the Southern Pacific roadbed.*” 


56 The following operating balances were reported in years for which 

material is available: 
Gross Operating Special 

Year Ezernings expenses expenses Profit Loss 
1883 $220,506.11 $314,001.32 $93,495.21 
1884 197,616.76 230,740.34 $33,123.58 
1885 265,597.78 218,237.90 $12,780.92 34,578.96 
1888 221,761.70 204,361.99 12,954.50 4,445.21 


Poor’s Manual, 1884, p. 978; 1885, p. 941; 1886, p. 917% 1890, p. 1069. 


Another source gives the income for 1883 as $218,808.89 and for 1885 as 
$295,108,79, but these may be figured on a different basis. Since the same 
source shows an increase to $519,976.73, this probably indicates an increase 
in profits as well. México, Resefia histérica, p, 99. Matias Romero gives 
the following figures as representing the total earnings of various railroads 
to 1896: Sonora Railway, $4,586,400.388; Mexican National, $38,609,777.26; 
Mexican Central, including the Tula-Pachuca branch, $82,484,719.51. He 
lists nine railroads as earning more than the Sonora Railway during this 
period. Matias Romero, Geographical and Statistical Notes on Mevwxico 
(New York, 1898), p. 211. 
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After this time there was little incentive to extend the Sonora 
Railway or even to develop its business, for the main line of the 
Santa Fe ran through northern Arizona, and the Southern Pa- 
cific dominated the Gadsden Purchase. In 1898, therefore, the 
latter company took over control of the Sonora Railway under 
a long-term lease for an annual rental of $163,484.14 and pro- 
ceeded to build around it plans for an elaborate system of rail- 
roads in western Mexico. On August 9, 1912, long after that 
system had begun to take shape, the government approved an 
outright transfer of the line.** Hermosillo and Guaymas had 
served their purpose for the Santa Fe, and, it must be added, the 
Santa Fe had also outlived its usefulness to the state of Sonora. 
The Sonorans needed above all else a direct connection with the 
central plateau of Mexico, and although they owed a debt of 
gratitude to Strong, Nickerson, and Robinson, the new westward 
orientation of the company’s policy left their cities mere back- 
waters of Arizona and California. 


V 


When it leased the Sonora Railway from the Santa Fe in 1898, 
the Southern Pacific was probably the most powerful railroad 
of the American West. Incorporated in 1865 at the beginning 
of the plush post-war period of railroad construction, it had ex- 
panded southward from San Francisco, turning east at Los An- 
geles and meeting the Texas and Pacific Railroad near E] Paso 
in 1882. During the next twenty years the Southern Pacific com- 


57 Dumke, op. cit., pp. 22-38. Bradley, op. cit., pp. 238-40. Robert E. 
Riegel, The Story of the Western Railroads (New York, 1926), p. 192. For 
a detailed study of the purely American aspects of the struggle between the 
two railroads see Lewis B. Lesley, “The Entrance of the Santa Fe Railroad 
into California,” Pacific Historical Review, VIII (1939), 89-96. 


58 Poor’s Manual, 1910, p. 13850. Archivo general, legajo nimero 29. 
Poor gives the purchase date as June 30, 1912. Poor’s Manual, 1919, p. 
147.__ See also México, Memoria presentada al congreso de la unién por 
el secretario de estado v del despacho de comunicaciones y obras piblicas 
mexicana Ingeniero David de la Fuente corresponde a los aos trascur- 
ridos de 10 de julio de 1911 a 30 de junio 1912 (México, 1913), p. 24. 
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pleted its adolescent growth and reached maturity under the 
shrewd leadership of Edward H Harriman. Controlling south- 
ern California and much of Arizona, the company could now 
afford to undertake construction in a foreign country.*® 


With the Sonora Railway, the Southern Pacific acquired the 
services of J. A. Naugle, the general passenger agent of that line, 
who was widely known in Sonora and who, through his knowl- 
edge of the Mexican terrain and government, was probably better 
qualified than any other single man to direct the southern expan- 
sion of the railroad. Before active construction could begin, how- 
ever, he and the company had to secure the necessary concessions 
from the Mexican government, but they soon found that other 
private interests already held rights in strategic areas through 
which their lines would have to pass. 


One of these concessionaires was the Cananea Consolidated 
Copper Company, the holder of the largest cluster of American 
mines in northern Sonora. Late in the 1890’s these mines had 
passed into the hands of William Cornell Greene, a colorful West- 
erner who combined in his person the cowboy and the Wall Street 


financier. In 1899 he found the Cananea Consolidated Copper 
Company, the first block in a pyramid of operating and holding 
companies which were producing over 60,000,000 pounds of fine 
copper annually within five years of their foundation, and which 
soon controlled a vast empire of lumber and cattle lands in both 
Sonora and Chihuahua. 


Needing an easy outlet for the copper matte from his Cananea 
smelters, Greene’s Cananea Consolidated Copper Company se- 
cured a concession from the Mexican government on September 
20, 1900, which permitted him to build a short line from the 


59 For a summary account of early Southern Pacific history see Riegel, 
op. cit., Chap. XII. , 

60 Allen Johnson and Dumas Malone, eds., Dictionary of American Biog- 
raphy (New York, 1928-1937), VII, 577-8. Who’s Who in America, VI 
(1910-11), 786. Horace J. Stevens, ed., The Copper Handbook (Houghton, 
Michigan, 19011914), VI (1906), 537-8. During the next years Greene 
nearly bankrupted his companies through overextension, and in 1907 he 
was forced out of control. Jbid., IX (1909), 746-7, 753-5. 
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smelters at Cananea to the American border at Naco, and during 
the next year that line was completed without difficulty. Greene’s 
plans expanded, and on October 24, 1901, his company contracted 
to build the Naco-Cananea line southward to the San Marcial 
coal mines and to the mouth of the Yaqui River, with extensions 
and branches to Nacozari, another copper center in northern 
Sonora, Sahuaripa in eastern Sonora, Alamos, Agiabampo, and 
Topolobampo on the Sinaloa coast. These plans obviously ex- 
ceeded the needs of the copper companies, and during 1902 
Greene founded a separate company, the Cananea, Yaqui River, 
and Pacific Railroad, to take over the added construction under 
a contract of March 13, 1903. During that same year he seems 
to have tired of the project, however, for he sold the new rail- 
road company to the Southern Pacific, reserving favorable rates 
on the Naco-Cananea line for his copper companies during the 
next twenty-five years. 


Another American name appears in the list of Sonora railroad 
concessions granted by the Mexican government during the first 
years of the twentieth century : David Richardson of Los Angeles. 
He and his brother William were gradually acquiring interests 
in southern Sonora almost as extensive as those of Colonel Greene 
in the northern part of the state. In 1902 the Richardson brothers 
incorporated the Bufa Mining, Milling, and Smelting Company 
in Arizona to exploit mines in eastern Sonora. Two years later 
they bought out the 400,000-acre holdings of the Sonora-Sinaloa 
Irrigation Company of New York, which included a partially- 
completed canal system, and laid plans to irrigate 750,000 acres.® 


61 México, Secretaria de Comunicaciones y Obras Piublicas, Resefia his- 
torica y estadistica de los ferrocarriles de jurisdiccion federal desde 10 de 
enero de 1900 (México, 1905), p. 39. Coleccién legislativa, XXXVII, pt. 
ii, 587-90; XXXV, 385-9. Mining World, September 15, 1906, pp. 313-6. 
The Southern Pacific reorganized the Cananea, Yaqui River, and Pacic 
Railroad under the directon of Epes Randolph. Long, op. ct., p. 181. 


62 Copper Handbook, X (1910-11), 482. J. Fred Rippy, The United 
States and Mexico (rev. ed., New York, 1931), p. 313. P. L. Bell and H. 
Bently MacKenzie, Mexican West Coast and Lower California, United 
States, Bureau of Foreign and Domestic Commerce, Special Agents Series, 
No. 220 (Washington, 1923), p. 102. 
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Like Greene, the Richardsons found the inadequate transporta- 
tion system of Sonora a serious obstacle to their plans. Accord- 
ingly, on November 18, 1904, David Richardson secured a con- 
cession for a railroad running from Guaymas up the Yaqui River 
to the vicinity of Tonichi in the Sahuaripa district Apparently 
he too reached an agreement with the Southern Pacific,—which, 
after all, was better qualified for railroad construction than the 
owners of mines and land companies,—for on April 27, 1905, the 
government drew up a joint contract This document provided 
that Richardson furnish the guarantee deposit of $25,000 for the 
Guaymas-Tonichi section, and that the Cananea, Yaqui River, 
and Pacific Railroad pay $25,000 and $65,250 for an extension 
from Tonichi to the American frontier between San Bernardino 
and Agua Prieta. Branches might also be built to Nacozari, 
Barranca, and Trinidad.** A map published during 1907 in 
Railroad Gazette shows the projected Guaymas-Tonichi-Nacozari 
line with an additional branch running up the Bavispe River, 
but it is probably just as well that these extensions were never 
built, although they would have opened several new mining dis- 
tricts. The Southern Pacific stopped construction when its lines 
reached Tonichi from the south, although an extension was still 
being discussed in 1925. 


Although the Greene and Richardson concessions gave access 
to most of the eastern half of Sonora, the Southern Pacific Rail- 
road came to value them chiefly for their control of the right of 
way along the gulf coast to the Sinaloa border and to Alamos— 
the first link in a long coastal line to Mazatlan and points beyond. 
The idea of such a line was by no means new. In 1881, before the 
completion of the Sonora Railway, Robert R. Symon and others 
had chartered the Sinaloa and Durango Railway, and during the 
next five years the company secured concessions for two rail- 
roads, one running north from Mazatlan to Guaymas and the 


63 Coleccion legislativa, XXXVI, 1166-8; XXXVII, 405-11. Two later 
contracts, on June 1 and 2, 1906, set May 11, 1914, as the terminal date 
for construction. Jbid., XXXVIII, 708-9. One of the Richardson brothers 
appears as both “David” and “Davis” in these documents. 

64 ‘Southern Pacific Railroad Building in Sonora,” Railroad Gazette, XLII 
(1907), 458. Long, op. cit., p. 181. 
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other running east from Mazatlan or Culiacan to some point in 
Durango or Coahuila. The company actually built a short line 
in Sinaloa from Altata to Culiacan, but there is no evidence that 
it ever began work on the north-south route.© 


According to a Union Pacific official, Edward H. Harriman 
himself visited Mexico City in 1902 to discuss an extension of 
the Sonora Railway Early in 1904 he ordered J. A. Naugle to 
make an exploratory tour from Guaymas to Guadalajara, across 
the Sierra Madre in Jalisco. Naugle’s report was enthusiastic, 
and on August 14, 1905, he signed a contract with the Mexican 
government for a railroad, to be constructed in four sections, 
beginning at Alamos and ending respectively at Culiacan, Mazat- 
lan, Tepic, and some point on the Mexican Central lines between 
Guadalajara and San Marcos. The time limit was seven years 
for the trunk line, and although the Mexican government had 
recently placed strict limitations upon subsidies, the department 
of fomento valued the coastal route so highly that it promised 
to the concessionaire $12,500 in bonds for each kilometer up to 
1,200. Later contracts extended the time limits for construction 
and made minor changes, but in general the road was built under 
these terms.® 


From 1905 to 1909 the surveying gangs, the camps of Mexican 
laborers, and the line of track moved steadily southward . As in 
the construction of the Sonora Railway, steel rails came from 
Europe, and hundreds of hardwood ties from Japan passed 
through Nogales for use on the road. Early in 1908 Mexican 
officials attended the formal inauguration of grading on the 
Culiacén-Mazatlan section, and on April 18, 1909, Governor Fran- 
cisco Cafiedo of Sinaloa drove a golden spike into an ebony tie 


65 Poor’s Manual, 1891, p. 1062. Coleccién legislativa, XIV, 352-61; 
XVI, 123-4, 313-6; XIX, 28-31. Archivo general, legajo numero 40. On 
August 3, 1891, the concession was declared void except for the Altata- 
Culiacan section, which had been completed. México, Resefia histérica, 
1837-1894, p. 41. 


66 George Kennan, E. H. Harriman, a Biography (Boston, 1922), I, 
255-6. Bell and MacKenzie, op cit., p. 47. Long. op. cit., p. 181. Colec- 
cién legislativa, XXXVII, 1501-7; XXXIX, pt. iii, 231-2, 503; LII, pt. ii, 
17-8. 
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to open the new line. Within three years trains were running 
from Nogales to Tepic. At an early point in the construction 
work there had been predictions that the road would stop at 
Tepic, in order not to parallel the Mexican Central Railroad, but 
on November 3, 1910, the company secured a new concession 
extending not only to Guadalajara but beyond as far as Mexico 
City. After Madero’s assassination in 1913, however, the civil 
wars and the general insecurity of property prevented any 
thought of railroad construction for the rest of the decade.® 


With the restoration of peace, Southern Pacific officials could 
turn their attention once more to the 103-mile gap still separating 
the Tepic railhead from the Mexican Central, now a part of the 
National Railways of Mexico. President Alvaro Obregén, him- 
self a Sonoran, encouraged the company to close the gap, if only 
to discourage revolution in the tumultuous northwest. On March 
23, 1923, railroad officials pledged themselves to complete the 
section between Tepic and La Quemada within four years, while 
the government agreed in return to settle the company’s revolu- 
tionary claims. Then the work began. One enthusiastic jour- 
nalist called the Barrancas section the “greatest and most costly 
piece of railway work undertaken anywhere in the world during 
the last twenty years,” for the walls of the tremendous gorges 
were almost sheer or thickly overgrown with brush. Surveyors 
sometimes advanced less than four miles a day, and in many 
places Indians carried the dirt in baskets to build up the necessary 
earthwork embankments. The finished track ran over twenty- 
nine viaducts and through thirty-three tunnels. In spite of all 
obstacles, the company completed the section in almost exactly 
four years, and on April 25, 1927, the first through train began 
the 1,101-mile trip from Nogales to Guadalajara.® 


67 Monthly Bulletin of the International Bureau of the American Re- 
publics, XXII (1906), 1381-6. Consular Reports, No. 303 (December 1905), 
p. 162; December 16, 1910, p. 1024. Aiken, loc. cit., pp. 569-70. Long, 
op. cit., p. 182. 


68 Osgood Hardy, “The Revolution and the Railroads of Mexico,” Pacific 
Historical Review, III (1934), 256. John A Ford and Gregory Mason, 
“The New California in Western Mexico,” World’s Work, LVI (June 1928), 


oO 


73. Jack Starr-Hunt, “Mexico City to Vancouver,” Mexican American, 
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The rapid advance of the Southern Pacific from Guaymas to 
Tepic was largely due to conditions favoring capital investment 
throughout Mexico during the last decade of the Diaz period. 
These conditions did not greatly increase railroad mileage within 
Sonora, however, for most of the newly-arrived capital went into 
mining or agriculture, and the few new railroad lines were only 
connecting links or branches. On August 16, 1899, the govern- 
ment granted to the Nacozari Railroad Company a concession 
for a railroad from the Arizona border near Douglas to the 
mining center of Nacozari, where the Moctezuma Copper Com- 
pany, a subsidiary of the powerful Phelps-Dodge mining inter- 
ests in the United States, was trying to imitate the Green copper 
empire. The road was soon completed, but it held little appeal 
to the general public and might well be regarded as a private 
line? On May 6, 1904, the Southern Pacific secured the right 
to build a short connecting link south of the border between two 
California towns, Andrade and Calexico, but the line lay entirely 
in Lower California and was never connected with any part of 
Sonora. It served only to provide an outlet for products from 
the Mexican half of the Imperial Valley.”® Other railroads were 
proposed between such points as Alamos and Yavaros, Guaymas 
and San Marcial, Carbé on the Sonora Railway and Copete, 
Cananea and Imuris, the Colorado: River and Bahia San Jorge, 
and Punto de Lobos and Sasabe."! 


I (June 7, 1924), 5-7. International Telegraph Review, III (October 
1927), 28, ff. 


5° Copper Handbook, VI (1906), 698. Coleccidn legislativa, XXXI, 225-7. 
70 Ibid.. XXXVI, 403-6. Long, op. cit., p. 127. 


71JIt would serve no useful purpose to list each concession with its 
source, since none of them was ever carried out. The text or a summary 
of these and other concessions may be found in Coleccién legislativa, XXIX- 
XLII; México, Resefia histérica for the years 1895-1899, 1900-1903, and 
1904-1906; and México, Diario oficial del supremo gobierno de los Estados 
Unidos Mexicanos, XLII-CXXX. Brief descriptions of railroads proposed 
during the early 1920’s may be found in Long, op. cit., passim. 








36 INTER-AMERICAN ECONOMIC AFFAIRS 
VI 


According te Fred W. Powell, “if there is such a thing as the 
‘Diaz-myth’.. . it is the fanciful belief that from the first, Diaz 
pursued a consistent railroad policy.”7? Knowing little about 
railroad construction, the general and his advisers experimented 
with this concession and that during his first presidencial term. 
Between 1880 and 1884 President Manuel Gonzalez eagerly en- 
couraged construction, and Diaz continued to issue concessions 
liberally after his return to office. Despite widespread criticism 
of the sprawling and inefficient railroad net work which this hit- 
or-miss set of policies produced, Powell does not feel that the 
Mexican governmment played the part of dupe. In return for 
the often generous subsidies which the government extended to 
concessionaires, it commonly exacted a greater variety of obliga- 
tions than the United States government in its relations with 
the Western lines. 


In nearly every Sonoran concession the government required 
the company to begin surveys and construction and to complete 
a certain length of track within fixed time limits. Extensions 
were often granted, but the unpreventable approach of the ter- 
minal dates ruined more companies than any other single factor. 
Most Sonoran concessions also required the company to deposit 
a sum of money with the government to guarantee construction. 
As time went on, and especially after 1899, government conces- 
sions specified that track and buildings must revert to the govern- 
ment after ninety-nine years of exploitation or in some cases 
even sooner. During the period of private ownership the govern- 
ment usually retained the right to fix maximum passenger and 
freight rates and to send the mails over the railroad free of 
charge, while government officials and soldiers travelled at spe- 
cial rates.*4 


72 Powell, op. cit., p. 183. 

73 Ibid., pp. 183-6. See also Doheny Foundation, op. cit., I, 209-14; II, 
261-8. The sections on Mexican railroads were written by Powell. The 
provisions which he mentions here are abundantly illustrated in nearly all 
Sonoran concessions cited heretofore. 





red 
ete 
ons 
er- 


sit 
on. 
-eS- 
rn- 
SES 
rn- 
and 
of 
spe- 


; Il, 
The 





RAILROADS IN SONORA 37 


From incomplete and sometimes conflicting figures it is pos- 
sible to obtain some idea of the share of construction expenses 
borne by the government and the railroad companies in Sonora. 
Some of the early concessions provided subsidies in land, such 
as the grant of 5,633 hectares per kilometer of track in the Blair 
concession of December 11, 1874. Apparently the land was not 
valuable enough to supply an immediate working capital to the 
company, for in the Symon-Ferguson-Camacho concession of Sep- 
tember 14, 1880, the government substituted a cash subsidy of 
$7,000 per kilometer. This change is observable in other parts 
of Mexico as well. In the contract of August 14, 1905, that 
under which the Southern Pacific finally constructed the line 
from Guaymas to Guadalajara, the government raised the sub- 
sidy to $12,500 per kilometer up to 1,200 kilometers. This sub- 
sidy was to be paid partly in five per cent bonds of the amortiz- 
able interior debt and partly in other securities."+ 


There is some disagreement as to the amounts which the Mexi- 
can government actually paid to the Sonora Railway and the 
Southern Pacific. At the rate mentioned above, the Sonora Rail- 
way Company should have collected $2,956,184 for the construc- 
tion of 422.312 kilometers. In 1881 Harper’s Monthly estimated 
that the subsidy would total $3,199,000, but in 1896 Matias 
Romero stated that the government had actually paid $2,171,- 
310.60. What happened to the rest of the subsidy has not been 
discovered. For the construction of the extension from Guaymas 
to Guadalajara the Southern Pacitic appears to have received 
about $10,000,000 in subsidies by 1909, when the line was com- 
pleted to Mazatlan.*5 


74 Coleccion legislativa, XII, 758-67; XIV, 458-66; XXXVI, 1501-7. In 
two different concessions Hiiller was granted $6,000 and $8,000 subsidies 
for his Sonora, Sinaloa, and Chihuahua Railroad. The Torres-Minas Pri- 
etas Railroad was apparently built without a subsidy. Jbid., XVIII, 397- 
409; XIX, 105-9; XXVII, 217-24. There are other examples of subsidized 
Railroads in Sonora, but they were usually short lines which were never 
built and which antedated the railroad Law of 1899. 

™ Harper’s Monthly, LXIII (1881), 277. Romero, op. cit., p. 212. Ro- 
mero lists sever railroads which received larger subsidies than the Sonora 
Railway before 1896. See also Bulletin of the International Union of 
the American Republics, XXIX (1909), 211. 
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Few sources agree as to the cost of construction of these roads 
and the amount of capital invested in each, probably because each 
writer uses a different basis for his calculations. At the end of 
1880, about halfway through the construction of the Sonora Rail- 
way, the annual report of the company fixed the cost of the road 
until then at $685,378.60. A financial statement for the year 
1888 set a valuation of $10,972,796.98 upon the property. At that 
time the company had issued capital stock totalling $5,248,000. 
In 1904 a writer in the Monthly Bulletin of the International 
Bureau of the Pan American Republics stated that foreigners 
had invested $15,035,125 in the Sonora Railway, and in 1918 a 
pro-American, Mexican writer fixed the cost of the railroad at 
$6,834,147.63.7° 

Naturally the cost of the line from Guaymas south was much 
higher. While it was under construction, two American consuls 
on the Mexican west coast reported estimates of $25,000,000 and 
$30,000,000, while the Mexican writer mentioned above set the 
cost of the line to Tepic at $90,000,000 In 1909 the Southern 
Pacific Railroad of Mexico was incorporated with a capital of 
$75,000,000 to take over the operation of the whole road from 
Nogales south.77 

The operating figures of both railroads indicate even more 
clearly that the government did not receive the short end of the 
bargain in the construction of these lines. It has already been 
shown that the small earnings of the Sonora Railway during the 


76 Sonora Railway, Annual Report of the Board of Directors of the 
Sonora Railway Company, Limited, to the Stockholders for the Year 
Ending December 31, 1880 (Boston, 1881). Poor’s Manual, 1891, p. 1063. 
Monthly Bulletin of the International Burequ of the Pan American Re- 
publics, XVI (1904), 939. According to the Bulletin, the three largest 
blocks of foreign investment in Mexican railroads were as follows: Mex- 
ican Central, $362,510,194; Mexican National, $169,797,304; and Mexican, 
$82,421,653. Sce also Charlos Diaz Dufoo México y los capitales extran- 
jeros (Paris, 1918), p. 417. 

77 Consular Reports, No. 300 (September 1905), p. 87; No. 301 (October 
1905), p. 211. Bankers’ Magazine, LXXIX (1909), 259. The capital of 
the new company was held entirely by the Southern Pacific in the United 
States. In addition, the mother company advanced $77,089,563 to the 
Mexican subsidiary for construction expenses by the end of 1919. Powell, 
op. cit., p. 67. 
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1880’s disappointed the officials of the Santa Fe. The transfer 
of management to the Southern Pacific did not improve the finan- 
cial condition of the line, for the railroad fell from a surplus of 
$83,556.54 in 1899 to a deficit of $597,767.33 in 1904 before it 
rose again to a surplus of $142,790.90 in 1906—and this in a 
period when the Torres and Minas Prietas Railroad, the Naco- 
zari Railroad, and the Cananea, Yaqui River, and Pacific Rail- 
road were returning regular surpluses.”® 

Fred W. Powell, Osgood Hardy, and others have already re- 
corded the dismal history of the Southern Pacific of Mexico dur- 
ing the tumultuous years of revolution which followed the fall of 
Diaz. Between 1910 and 1913 alone the company lost about 
$3,000,000 worth of traffic, according to one estimate In 1913 
and 1917 government forces or rebels seized the Sonoran part 
of the line and tried in vain to operate it. The greatest losses, 
however, came from wanton destruction of property during mili- 
tary operations or from undisguised vandalism, for most of the 
fighting took place along railroad lines, and the retreating armies 
tore up tracks and burned bridges. The company lost much roll- 
ing stock, and at times that which remained was simply with- 
drawn north of Guaymas, while all regular service stopped. Peace 
returned in the 1920’s, but not prosperity. Between 1911 and 
1924 the company books showed a regular annual deficit which 
reached $6,417,060 in the latter year, and from then until 1932 
the Southern Pacific of Mexico produced occasional small sur- 
pluses, although never more than $500,000.79 

Undoubtedly the most important long-range criterion of the 
success and significance of railroads in Sonora was neither the 
size of the government subsidies as compared with the cost of 
construction nor the profits and losses recorded in the various 


78 México, Resefia histdrica, 1900-1903 and 1904-1906, passim. The most 
prosperous year of the period was 1906, when the railroads recorded the 
following surpluses: Torres and Minas Prietas, $23,401.60; Nacozari, $349,- 
788.59; Naco and Cananea, $362,291.19; and Cananea, Yaqui River, and 
Pacific, $376,251.04. 

79 Philip H. Middleton, Industrial Mexico (New York, 1919), pp. 23-4. 
Charles de Lano Hine, “Wartime Railroading in Mexico,” Railway Age 
Gazette, LV (1913), 703. Long, op. cit., p. 182. Powell, op cit., pp .15-8, 
ff. Hardy, loc. cit. p. 255. 
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account books, but rather the effect on the economy of the state. 
American historians have long recognized the undoubted influ- 
ence of railroads in opening the West to settlement. As early as 
1872 Poor’s Manual delivered the following verdict on American 
railroads: “If we were to compare the advantage accruing from 
these [western railroad] grants, we should say that the govern- 
ment as representative of the whole nation, was most largely 
benefited by them; that the farmer and pioneer came next in 
order; and that the railroad companies, the direct beneficiaries, 
the last. No policy ever adopted by this or any other govern- 
ment was more beneficial in its results or has tended so power- 
fully to the development of our resources by the conversion of 
vast wastes to all the uses of civilized life.’ *° 


In comparing Sonoran conditions in 1910 with those of 1870 
or 1880, one cannot draw up a similar evaluation of its railroads, 
for after about 1880 the construction companies received sub- 
sidies in cash rather than in land and, therefore, had less incen- 
tive to develop an elaborate colonization policy This does not 
mean that Sonora received no publicity in the United States. 
During the last decade of the Diaz period many American land 
companies published advertisements like that quoted at the be- 
ginning of this article. One writer claimed for Sonora and Sina- 
loa five and eight crops of alfalfa a year, two crops of corn, oats 
yielding from fifty to eighty bushels an acre, and grapes, figs, 
citrus fruits, and bananas—all within two years of planting.*! 
But although private land companies vied with each other to 
describe miracles of agriculture, the Sonoran railroads them- 
selves probably advertised less than those in the United States. 


Any evaluation of railroads in Sonora must take into consid- 
eration an important factor which probably retarded settlement 
and economic progress as much as the lack of good transporta- 
tion: the Indians. In northern and central Sonora Apaches and 


80 Poor’s Manual, 1871-2, p. 417, as quoted in Richard C. Overton, Bur- 


lington West, a Colonization. History of the Burlington Railroad (Cam-’ 


bridge, Massachusetts, 1941), p. 7. 


81 Doheny Foundation, op. cit., I, 209-14. Mexican Herald, National 
Edition, September 16, 1909, p. 80. 
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other fierce nomadic tribes harried the country and frightened 
away miners throughout the nineteenth century. Farther south 
the sedentary, isolationist tribes of Yaquis and Mayos constituted 
a more serious long-range obstacle to settlers and American in- 
vestors, for they occupied the fertile valleys of the same names, 
the only large blocks of good land in the state. Since pre-Colum- 
bian days they had followed their native customs, ignoring the 
Spaniard and the Mexican, and, except for an occasional cycle 
of repression and rebellion, enjoying almost complete autonomy.** 


This state of affairs could last only as long as the valley lands 
did not seem worth the trouble to conquer. Thus the Sonora 
Railway and its extension south of Guaymas spelled the doom of 
the Yaquis and the Mayos. I n1881 Sam Brannan of California 
secured a Federal grant to colonize the land between the two 
rivers, and although the wary Sonoran authorities forbade him to 
begin surveys, it was obvious that they could not hold back the 
American tide indefinitely. For nearly a decade after the first 
inauguration of Diaz southern Sonora enjoyed a precarious peace, 
until early in 1885 a group of renegade Indians inspired by the 
state government attacked the main camp of the Yaquis and pre- 
cipitated war. For twenty years the country experienced open 
battles, guerrilla fighting, and uneasy truces, although the prin- 
cipal campaigns took place from 1885 to 1887 and from 1898 to 
1901. In the end the government decided on a policy of exter- 
mination—one of the major disgraces of the Diaz administration. 
Uncounted thousands of Yaquis were shipped off to slavery and 
death in Yucatan and Oaxaca, until Sonoran hacendados and 
employers complained over the depleted labor supply.** 


82 The Indians refused to “extradite” deserters and criminals who took 
refuge in their villages, and the Mexicans nicknamed the valleys “the 
United States”, as no official dared enter without Yaqui permission. For- 
tunato Hernandez, Las razas indigenas de sonora y la guerra del Yaqui 
(México, 1902), pp. 108-12. 

83 Consular Reports, No. 10 (August 1881), p. 210. Hernandez, op. cit., 
pp. 119, ff. Carlton Beals, Porfirio Diaz, Dictator of Mexico (Philadel- 
phia, 1932), pp. 309-11. Although, of course, the Sonoran railroads con- 
tributed to the Indians’ ruin by their very existence, it is possible that 
railroad officials were also among those Americans who complained to 
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Except for the Yaquis and the Mayos, the people of Sonora 
reaped many indirect benefits from the new railroads in an ex- 
panded and diversified economy during the years between 1890 
and 1910. The age-old pessimism of observers disappeared, and 
by 1895 Consul F. W. Roberts at Nogales was calling Sonoran 
mining “a vast and virgin field to American capital.” The two 
largest mining companies at Cananea and Nacozari have already 
been mentioned, but issues of The Copper Handbook appearing 
during the first decade of the twentieth century listed many suc- 
cessful smaller companies and also some, it must be admitted, 
whose shareholders lost their investments through fraud or bad 
management. Manufacturing industries lagged behind mining, 
for the state offered as yet neither natural advantages nor large 
accessible markets, but Hermosillo, for example, boasted one 
clothing factory capitalized at $500,000 which produced cloth 
valued at $450,000 during 1907, and Ures and Nogales contained 
similar but smaller factories.®* 


Agriculture like mining advanced rapidly in Sonora during the 
last years of the Diaz administration, especially in the southern 
part of the state. Here the expulsion of the Yaquis and the ex- 
tension of the Southern Pacific into Sinaloa opened up much 
fertile land to white settlement. Even before the arrival of the 
railroad, lands along its proposed route rose in value from $1.50 
to $10 or $15, gold, per acre. The Richardson irrigation com- 
pany referred to earlier completed over fifty miles of irrigation 
canals before 1909 and disposed of 100,000 acres, mostly to Cali- 
fornia farmers. Both here and in the valley of the Sonora River 
around Hermosillo natives and settlers alike began to ship out 
oranges, winter tomatoes, and garvanzas, a type of chick-pea 
especially popular in southern Europe. Land companies even 
penetrated the arid reaches of the Altar district to lay out con- 


Diaz of losses suffered from Indian raids and thus indirectly stimulated 
him to a policy of extermination. Robert H. Murray, “Mexico and the 
Yaquis,” Sunset Magarine, XXIV (1910), 624. 


84 Consular Reports, No. 185 (February 1896), p. 252; No. 318 (March 
1907), pp. 159-62; No. 339 (December 1908), pp. 211-3. For other sta- 
tistics regarding Sonoran industry and trade see Ibid., December 9, 1910, 
pp. 926-7. 
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cessions, but these projects were too speculative to survive the 
political troubles after 1911.% 


The chief cities of Sonora reflected the prosperity of the hinter- 
land. Guaymas became the waterway to the Yaqui and Mayo 
valleys, as well as to most of Lower California. The revised 
mining industry of the neighborhood made it practical to build 
an iron foundry there, and other industries and general trade 
raised the population to about 10,000 by 1910. Hermosillo also 
took on American characteristics, both good and bad, and so did 
the other towns of the state. One writer commented at the end 
of the period that ‘Mexicans from other States call these Sonora 
natives ‘the Yankees of Mexico’ because of their thrift, advance- 
ment, and close relations with the Americans. Practically all 
families of the merchant and ranching classes send their chil- 
dren to schools in the United States” ®* Without much difficulty 
one could cite similar changes in Sinaloa and Nayarit after the 
arrival of the Southern Pacific in Mazatlan and Tepic. 


It would be foolish to maintain that the railroads of Sonora 
were responsible for every economic advance in that state since 
the beginning of the twentieth century or that their effect was 
invariably beneficial to the citizens of that state The writings 
of American consuls in Nogales, Guaymas, and Hermosillo, how- 
ever, indicate that improvements in transportation made the 
region a great deal more attractive to American capital. One 
might admit that the American capitalistic system is not the best 
of all conceivable economies, and that it has sometimes produced 
shocking inequalities, injustices, and waste in the American 
West, in Latin America,—in all parts of the world where it has 
gone. But in the case of Sonora it is difficult to imagine how 
the Mexican government could have improved the backward eco- 


85 Jdib., No. 318 (March 1907), p. 161; No. 353 (February 1910), p. 
212. Bell and MacKenzie, op. cit., p. 101. Consular Reports, November 1, 
1911, pp. 563-4. For a general description of the Yaqui and Mayo valleys 
around 1910 see Vitold de Szyslo, Dix mille Kilometres a@ travers le Mex- 
ique, 1909-1910 (Paris, 1913), pp. 293, ff. 

86 Jbid., pp. 29&-301. Frederick Simpich, “A Mexican Land of Canaan,” 
National Geographic Magazine, XXXVI (1919), 309-10. 
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nomic conditions of the nineteenth century without that capital 
and, in particular, without American railroad companies. If the 
state did not become overnight the garden-spot described in the 
publicity leaflets, at least its income was gradually increased and 
its economy diversified. To these modest benefits American capi- 
tal made substantial, nay, indispensible contributions. 
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In undertaking to edit The American Foreign Policy Library, 
Sumner Welles indicated that the series was planned “to respond 
to a national need for information.”’ The volumes were to “give 
Americans a reliable and objective basis on which to do their 
own thinking about our foreign policy in the crucial years ahead.” 
The first volume on Latin America to be published is The United 
States and the Caribbean, by Dexter Perkins, a distinguished 
American historian.! 


To cover the Caribbean area—its economics, politics, history, 
cultural development, etc.—in a single short volume is a tremen- 
dous assignment involving great problems in the selection of 
material to be included and of material deliberately to be omitted. 
An appraisal of the book might therefore in part involve a 
difference of opinion with reference to the selection made. But 
there will probably be agreement on the judgment that to be 
successful such a volume would have to present satisfactory 
analyses of at least two major questions: (1) The role of the 
dictator in the characteristically unstable politics of the area; 
and (2) The basis for acceleration of economic development. 


For an American reader whose press uses a rating scale of 
newsworthiness of Latin American stories that gives highest 
importance to revolutions, an understanding of the dictatorships 


1 Dexter Perkins, The United States and the Caribbean (Harvard Uni- 
versity Press, 1947, $3.00), pp. xii, 253. 
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and of their relationship to American policy is vital. And since 
the sub-standard level of consumption and the increasingly 
unfavorable comparison with that of the United States combine 
with optimistic (usually over-optimistic) appraisals of the physi- 
cal endowment of the area to provide a challenge to political 
leadership in the Caribbean, to exert steady pressure for radi- 
cal modifications in the system of economic organization, 
and to condition the atmosphere of relations with the United 
States, the volume could not be successful unless the problem 
of accelerating economic development were competently ana- 
lyzed. In addition, the book might be judged by its contribution 
to understanding of developments that were taking place when 
the reader was working his way through the book. This review 
attempts an appraisal of Professor Perkins’ work in such terms. 


The Dictator. Professor Perkins’ view of the Caribbean dic- 
tator is a variation of the old Italian theme that “he runs the 
railways on time.” In the variation, Ubico “enforces new stand- 
ards of cleanliness upon the ignorant,” Somoza “does something 
for the development of hospitals,’ Maximiliano Martinez “did 
something for education,” Trujillo “made something of an effort 
to diversify.” The loss of all political liberties incident to these 
“somethings”, the possibility that there exist in every country 
people who attach as much value to freedom of press and free- 
dom of speech as they do to the dictator’s choice of a new crop 
for his personal enrichment, do not appear to disturb Profes- 
sor Perkins. In fact, intones the author, interference with the 
freedom of the press and the subjecting of opponents of the 
regime to “restraints,” must not be taken too seriously, for they 
are merely “part of the context of Caribbean life.” Our “na- 
tional need” for penetratingly competent analysis is presumably 
satisfied with the sparkling information that “in the Dominican 
Republic, there is something very like one-party rule.” Tran- 
quillity is of course not democracy, but in Perkins’ view, even 
a tyranny such as Trujillo’s is better than continuous civil 
war—and the alternatives in his opinion are simply those. 


On the personal side, the Caribbean dictator emerges as a sort 
of mean old fellow, with emphasis on the fact that after all he 
is only human. Thus, the bloody Dominican regime is headed 
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by a dictator who is “inordinately vain,” who has permitted 
“extremes of sycophancy,” who is “acquisitive,” who is “ruth- 
less to a degree.” Not too attractive a fellow; in fact “one of the 
least attractive figures,”—yet we all know many a man with 
such characteristics and tolerate them, don’t we? And here is 
a humanizing contribution that any public-relations firm would 
jump at: Perkins finds that the Caribbean dictator even makes 
a mistake in a human sort of way sometimes. For instance, 
Trujillo “by his extension of a system of public instruction is 
preparing the way for the downfall of the kind of regime he 
represents.” In his research work, apparently no information 
on the nature of the Dominican Republic’s educational program 
came to Mr. Perkins’ attention. And do you know who are the 
people who “often charge” that dictator with the “lavish use 
of the weapon of assassination?” His “enemies !” 




















The Haitian massacre of 1937 could not be overlooked even in 
a short work of this kind, but discussion of the facts and motives 
of the incident which would have contributed most to inter- 
pretation of the regime and on which sufficient documentation 
is available to any researcher is avoided by tieing it to a para- 
graph which stresses the determination of the Dominican Gov- 
ernment to avoid any considerable population movement out of 
Haiti. 
On Ubico, Professor Perkins surprisingly misses a great op- 
portunity to capitalize on the humanness of Ubico’s fondness for 
motorcycles. But Ubico does emerge in these pages as a liberal— 
a “remarkable man,” ruthless it is true but of whom it can be 
said that “few presidents have a greater record of accomplish- 
ment.” Whether it is Trujillo making advances in social legis- 
lation (sic), encouraging rice cultivation, colonizing the land; or 
Carias building roads and doing something for agricultural 
reform and rural resettlement ; or Somoza developing the mineral 
resources and extending the Pan American highway and building 
hospitals; or Maximiliano Martinez reorganizing the finances 
and carrying on public works, the composite picture for the 
Caribbean is one commending the contributions that are made 
by the tightest and most dangerous dictatorships and minimiz- 
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ing the importance of the loss in personal freedom and political 
rights incident to these situations. In contrast, our interven- 
tion policy is described as having done terrible harm in “retard- 
ing the political self-reliance of many of the peoples of these 
republics ... and all too often checking the growth of a national 
democracy, forged to meet the individual needs of each people.” 
The State Department and some of our large corporations have 
in the past been criticized by American liberals for their alleged 
preference for dictatorships as being easier to deal with. Pro- 
fessor Perkins in the academic ambiguity of this book provides a 
bold but unconvincing justification for accepting the dictator- 
ship as a healthy element in inter-American relationships. 


Economic Development. It is a characteristic of historians 
in the Latin American field, noted previously by other writers, 
that they feel competent to discuss the economic problems of 
this area, and indeed economics in general, without the serious 
study which they would consider necessary for problems of 
history. 


Mr. Welles himself gets the subject off to a bad start when 
he states that “from the economic viewpoint the potential re- 
sources of all these nations, as Professor Perkins makes it abund- 
antly clear, are almost unlimited.” This old-fashioned bit of 
nonsense is generally rejected by competent economic analysts 
today. And Professor Perkins certainly fails to present sup- 
porting material for the position. 


Professor Perkins runs through the characteristic features of 
the Caribbean economies—the dependence on a limited number 
of commodities, the heavy reliance on foreign trade, the im- 
portance to the Latin American economies of the maintenance 
of prosperity in the United States—and quickly arrives at the 
central theme of economic development. He immediately makes 
the mistake of under-estimating the contribution to a better 
standard of living which could be made by improvements in 
the economic organization which would not involve outside 
activity. He finds that foreign capital is essential to any 
serious program of economic development in the Caribbean 
and proceeds to consider private direct investment, public bor- 





50 INTER-AMERICAN ECONOMIC AFFAIRS 


rowing in the private money market, and government-to-gov- 
ernment lending. 


He chooses to cloak his remarks in a “there are those who 
feel” device that necessitates a very careful reading to determine 
the position of this distinguished historian. His presentation 
on direct investments consists of a series of negative sentences 
which should stand long as the most ridiculous presentation of 
the case that has ever been printed. We cite from it: ‘The 
role of the foreign corporation within the country cannot be 
regarded as a purely destructive one . . .It is not true that NO 
good results can follow. . . . It is impossible to denounce the 
export of raw materials as an unmitigated evil ... It is not by 
any means true that an industry which exports the greater 
part of its product is engaged in the impoverishment of the 
economic body.” (This is followed by the brilliant observation 
that “for one thing, such an industry does not stand still, but 
under normal conditions often reinvests a part of its capital’’). 
Again, “It is undeniable that the rate of wages paid by the 
great fruit companies is higher than that which is paid to most 
native workers .. . the gain that comes to the social body from 
this fact may be possibly offset by the fact that much of the 
labor employed on the banana coasts has been imported.” 


At times in his confusion he seems about to take a position 
against private direct investment, as in the statement that “‘it 
may be possible to encourage the entry of American capital 
into Haiti ... But the larger part of the profits of such enter- 
prises are themselves exported, and the gain to the Haitian 
people is very far from striking.” Nevertheless he comes out 
with the conclusion that private capital may be needed for 
economic development. 


In his brief discussion of dollar bonds, he reflects some 
reading on the “abuses” of the New York banking fraternity 
in the 1920s. But never sure of what he is talking about, he 
quickly loses control of the material. In discussing interest 
rates that he finds “little short of usurious,” he mentions that 
El Salvador paid “no less than 7 per cent on loans in 1922” 
and jubilantly points to the potential savings from government- 
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to-government borrowing caused by the fact that “our govern- 
ment can and does borrow at less than a third of that rate.” 
The relative interest structures in 1922 and 1946 do not con- 
cern him, the experience with the bonds does not concern him 
greatly, and the experience of the U. S. government lending 
agency with loans to typical Caribbean republics is a subject 
on which he is apparently completely uninformed. If the “‘na- 
tional need for information” is to be met with accurate infor- 
mation, we shall have to correct the existing apparatus for 
teaching our writers. Their own need for information must 
come first. 
























From a faulty presentation of facts, Professor Perkins hastens 
to make policy recommendations for this government. Although 
satisfactory studies of such policy vehicles as the Inter-American 
Coffee Agreement are available, he presents it as a great venture 
in hemispheric cooperation, failing to indicate to the reader that 
the device was one of the most costly ventures for the American 
consumer ever agreed to by the Congress and acceptable only 
as a wartime sacrifice. There is thus for him no difficulty in 
going ahead to recommend that we help the Caribbean coun- 
tries by agreeing to purchase all staple crops as a method of 
“stabilizing conditions.” Having failed to do the necessary 
research to understand the Shada venture, the cryptostegia fail- 
ure, and the wartime quinine efforts, he would have us bear in 
mind that “experiments of this kind are useful if they only 
suggest lines of enterprise and development other than those 
which have been usual in the past.” It would be impossible for 
anyone who knew anything about the Haitian ventures to write 
such a sentence. It is hardly fair to the American reader to 
present the Pan American Highway as Professor Perkins does 
on page 54, obviously written without knowledge of our ex- 
perience as a cooperating government in the venture, and with- 
out knowledge of the problems in maintenance and further con- 
struction which involve financial arrangements such as we have 
never yet had to undertake. To provide proper perspective, it 
might have been desirable to discuss some cases of inter-Ameri- 
can economic activity where the cooperative machinery broke 
down, largely because the particular problem did not involve a 
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grant by the United States and instead involved certain re- 
sponsibilities and obligations on the part of the other American 
republics. A case in point, for example, would be the disposi- 
tion of the proceeds of Nazi-assets taken over during the war. 


Professor Perkins winds up his discussion of policy with a 
new base: It seems that loans and gifts which would constitute 
only a small percentage of our national income would be a very 
large addition to the national incomes of the Caribbean coun- 
tries. He frowns upon Senator Butler for his speech excoriat- 
ing “the policy of handouts to the states of Latin America,”’ but 
fails to note that the Administration’s reply to that speech was 
a correction of the statistical errors of the Senator rather than 
a convincing case for adoption on a continuing basis of a policy 
of handouts. Indeed, those “Nebraska constituents of the 
Senator” to whom Professor Perkins superciliously refers as 
having been pleased with the denunciation of handouts may 
well be on more solid economic ground than is Professor Perk- 
ins in his advocacy of what he calls the “broad view.”’ Certainly 
there is nothing in this book in the way of a program for sound 
economic cooperation with the Caribbean states that would be 
of interest or use to a policy-maker, or that would be of any 
great assistance to the average citizen in appraising the policies 
adopted. 


It seems likely that Chapter VII—The Good Neighbor Policy: 
Economic—will be a confidence-builder for graduate students 
fresh to the Latin American field for many years to come. 


Guidance for the understanding of current developments. 
The value which a book of this kind can have in promoting under- 
standing of current problems is questionable. Take, for example, 
the treatment of Costa Rica. On the economic side, Perkins 
limits himself to comments on the wide diffusion of land own- 
ership and the superiority of its communications system. On 
the political side, he supports Welles’ introductory statement 
that “no more advanced democracy is to be found in the Ameri- 
cas today than that created in the Republic of Costa Rica.” 
This “remarkable little country” best meets the tests of democ- 
racy. Since 1889 elections “have had distinctly a democratic 
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flavor;” “there has been peaceable acceptance of the popular 
verdict ;” “the standard of public morality is on a level that 
excludes the worst abuses.” Finally, “it is possible for Ameri- 
cans to be supercilious about democratic institutions in other 
countries; but they would have little reason to take a gloomy 
view of the future of such institutions if every country had 
made the progress in this regard that Costa Rica has made 
in the last half century.” And as for Communism, “as an im- 
mediate peril to the tranquillity of the state it does not look 
very impressive.” 


In contrast, there is the picture which Costa Rica presents 
as this review is being written. The deterioration of its eco- 
nomic position, despite the good marketing conditions for its 
leading commodities and the relatively large amount of funds 
poured into the country by the United States during the war, 
has been steady. It has the dubious distinction of being the 
first Latin American republic to face serious exchange difficul- 
ties after the war. It has never cleared up ifs default on old 
bonds. Its experience with the new device (government-to- 
government borrowing) in which Professor Perkins puts so 
much faith is that it has quickly reached a loaned-up position. 
In fact, it was necessary to adopt a technical device of defer- 
ring the due dates of the loans in order not to mar the record 
of the lending institution. Its public finances are in terrible 
condition, and foreign technicians have given up hope of being 
able to assist unless drastic reforms are instituted, ranging 
from improvements in the handling of public money as a trust 
to improvements in the whole tax and budget structure. In a 
country where officials have been known publicly to proclaim 
government jobs a form of unemployment insurance which must 
not be tampered with, action on the expenditure side is difficult. 
Added to the disorder in the public finances is the fact that Costa 
Rica is the center of the difficulties with respect to making a 
success of the project for a Pan American Highway. The Ameri- 
can newsmagazine’s favorite cliché—that the country has more 
teachers than soldiers—and Professor Perkins’ emphasis on 
landownership diffusion, are not too helpful in understanding 
such a situation. The problem of enunciating an economic pro- 
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gram for cooperation with Costa Rica which has so far baffled 
policy-makers in Washington does not appear even to have 
been outlined adequately in this book. 


On the political side, the fact that the polling of a majority 
of the votes has again proved inadequate for achieving control of 
the government in Costa Rica, the fact that martial law rules in 
San Jose, the picture of neighboring republics participating 
directly in the struggle for power in Costa Rica, and the fishing 
for political loot by the communist minority—these all form 
a current situation on which little aid in interpretation is pro- 
vided by the volume under review. 


One cannot avoid the conclusion after reading this book and 
most of the general works that are being used as textbooks in 
this country today that we are not going to get very far in work- 
ing out policy with respect to Latin America until a great deal 
more work is done on the basic monographs. Regardless of 
the maturity of the scholar and of the excellence of his work 
on very specialized topics, horseback judgments on the broad 
issues of public policy are a poor substitute for the guidance 
which would be provided by serious studies, and they place the 
technician in the foreign policy field in the position of having 
little or nothing to offer the men charged with the enunciation 
of policy. It might be better for the technician—whether he be 
historian or economist—to leave the field of journalistic report- 
ing to those whose chief qualification is the ability to write 
readably and to concentrate on the serious analysis which 
would qualify the technician for a place at the side of the 
policy-maker. 










Ss 


—_— “es 


I mel hea Developmen bs 


in @xlco eal the 


—— - 
By John oe 


SUMMARY 























The period since the end of the war has been notable for a 
significant increase in the importance of labor in those parts of 
the Mexico-Caribbean area in which labor was weak at the 
beginning of the period. Although differing national factors 
have had great influence, this growth appears also to be partly 
a delayed result of stimuli flowing from such external develop- 
ments as the New Deal and the overall improvement in the 
position of American labor since 1933, the wartime propa- 
ganda of the Allies and the defeat of Hitler. 

In those parts of the area in which labor was strongest at 
the beginning of the period, namely, Mexico, Colombia, Costa 
Rica and possibly Cuba, labor appears to have lost strength. 
Labor’s position and loss of importance during 1946 and 1947 
has been quite different in each of the four countries. The only 
known common factors which might have had an appreciable 
influence in these four countries appear to be: (1) In Mexico 
and Cuba labor had achieved very important gains, and a re- 






* This is the pen-name of a well-known analyst of Labor American 
labor. For the purpose of this paper, Colombia, Venezuela and all 
Latin American countries to their north are included under the heading 
“Caribbean.” 
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action was probably to be expected. (In Colombia and Costa 
Rica labor occupied an intermediate position, poorer than in 
Mexico and Cuba, and yet better than in the other countries of 
the area.) (2) In all four countries, the dominant labor leader- 
ship was either Communist or Communist-oriented and therefore 
politically vulnerable. 


On a regional basis, a number of significant developments 
are noted: (1) The Communists have stressed “collaboration” 
with other national groups in order to promote political and 
economic nationalism, as an obvious means of attacking the 
United States. However, even the anti-Communist leaders 
have promoted national industrial self-sufficiency, in the belief 
that industrialization necessarily connotes higher national levels 
of living. (2) The CTAL has changed since the end of the 
war from an organization represenfing nearly all organized 
Latin American labor to a confederation which is promoting 
clear Communist policies and is composed of Communist-led labor 
groups. As the CTAL has lost its representative character, 
so also has its President, Lombardo Toledano. (3) The Inter- 
American Confederation of Labor, composed of the American 
Federation of Labor, Railway Labor Executives Association and 
International Association of Machinists of the United States 
and Canada and an otherwise heterogeneous group of anti- 
Communist labor federations from eleven Latin American na- 
tions, Puerto Rico, and Dutch Guiana, has been established as 
a rival to the CTAL. (4) The Argentines are in the early 
stages of attempting to establish a Latin American labor con- 
federation under their control, preferably free of any Com- 
munist or United States influence. (5) The United States has 
probably lost a considerable amount of the friendship of Latin 
American labor circles which had been caused by the Good 
Neighbor and pro-labor policies of the Roosevelt Administra- 
tion. (6) Labor forces have engaged in a number of impor- 
tant strikes with significant political implications, with a notable 
lack of success. The Governments of the area have continued 
to play decisive roles in the settlement of these strikes. (7) Ex- 
cept in Cuba and possibly Venezuela, the real wages of workers 
have continued to decline. However, a labor leadership inter- 
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ested primarily in political problems has prevented this dis- 
content from being channeled into effective actions designed to 
raise wages. 


NATIONAL ACTIVITIES 


A. Countries in which labor gained in importance: 


Venezuela is an outstanding example of a country in which 
labor suddenly received much greater recognition and import- 
ance. Scarcely ten years after the death of the dictator 
Gomez, who rigidly prevented the establishment of all inde- 
pendent labor organizations, the Accién Democratica govern- 
ment was established. That progressive government is based 
largely upon labor support. At the same time, the government 
assists and controls the bulk of organized labor. Venezuelan 
labor organizations are not free in the United States sense 
and yet they are not controlled in the Fascist or Russian manner. 
A somewhat new alignment of government-labor forces may be 
in the course of development. The only significant opposition 
to the government among labor forces comes from the Com- 
munists, who are distinctly secondary in importance. Prob- 
ably 70-90 per cent of an estimated 200-300,000 members of orga- 
nized labor belong to unions affiliated with the newly-established 
National Confederation of Venezuelan Workers (CTV) which is 
controlled entirely by Accién Democratica. The Venezuelan 
Farmers Federation was established at the same time as the 
CTV and is also, under Accién Democratica leadership. 


Guatemala. In Guatemala, a new labor code became effective 
May 1, 1947. This code is regarded as the greatest statutory 
labor gain in the history of Guatemala. The Arevalo govern- 
ment is distinctly friendly to organized industrial and commer- 
cial labor. Five labor leaders are members of Congress. 
Although labor is divided among various federations including 
two large ones, there is limited cooperation among them, and 
organized labor in Guatemala is now larger and stronger than 
at any past time. 1946 has been described as “the most active 
year in the history of (Guatemalan) labor.” 
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Haiti: Following the revolution of January 1946 in which 
labor played an active, influential role the organization of non- 
agricultural labor has proceeded with some speed in Haiti, 54 
unions having registered with the government during 1946. 
Although labor in Haiti is still notably weak and almost nothing 
has been done with the all-important agricultural laborers, 
labor’s former stagnation has been disturbed, and it is “unlikely 
that Haitian labor would again revert to its former unorgan- 
ized status.” In late 1947 President Estime appeared to be 
assuming increasing control over organized Haitian labor. 


Dominican Republic: Even Mr. Trujillo, who remains a dic- 
tator, has apparently felt that times are changing and that he 
must obtain some labor support. Accordingly, a Labor Party 
has been organized, a Department of State for Labor and 
National Economy created, a Social Security system instituted, 
some unions established and various relatively progressive labor 
laws promulgated, including an 8-hour day and 48-hour week 
with premium pay for overtime. Admittedly, Trujillo is still 


the absolute master of the country, and the significance of all 
of the above developments may well be questioned. Neverthe- 
less he has set in motion a chain of labor events which will 
probably persist and have some permanent influence. 


Nicaraguas Before the election of President Arguello, Presi- 
dent Somoza found it necessary or desirable to permit an oppo- 
sition labor federation to develop a measure of strength and 
effectiveness, at the same time finding it impossible to make 
effective the federation which he supported. Although Presi- 
dent Arguello’s month of rule was the most favorable period 
which Nicaraguan labor has known, the de facto return to 
power of Presiden Somoza was followed by the arrest of opposi- 
tion labor leaders and suppression of their unions’ activities. 
Since the seating of Somoza’s choice, President Roman y Reyes, 
oppositio nlabor has been permitted a limited degree of activity, 
though most of its leaders are still under arrest. 


In Panama proper and El Salvador labor has apparently made 
slight gains. A labor code has just been adopted in Panama, 
and one is under study in El Salvador. The governments of 
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both countries are more friendly to labor than their predecessor 
governments. 


Only in Honduras is labor being passed by the world develop- 
ments, though even here there were some strikes during 1947. 


B. Countries in which labor diminished in importance: 


At the end of the war it could have been said that among 
Mexico and the Caribbean countries labor interests were most 
favorably recognized in Mexico, Cuba, Colombia, and Costa 
Rica. In Mexico much of the industrial and commercial labor 
appeared to be organized. Though there were numerous Mexi- 
can agricultural labor organizations, it does not appear feasible 
to estimate the numerical strength or influence of these groups. 
The CTM (Confederation of Mexican Laborers) included the 
bulk of organized labor and was favored by the support of the 
government—so much so that conservative elements regarded 
labor as in the “driver’s seat’. In Cuba the CTC (Confedera- 
tion of Cuban Laborers) united a claimed membership of 500,000 
and all effective labor leaders of whatever political inclination, 
received the support of the government on many important mat- 
ters and was also regarded as being in the “driver’s seat”. In 
Colombia the CTC (Confederation of Colombian Laborers) com- 
prised the bulk of organized Colombia labor. (Large sections 
of Colombian labor remain unorganized.) The government was 
friendly, though by no means as much so as the governments of 
Mexico and Cuba. In Costa Rica labor had also achieved a con- 
siderable degree of organization, unity and recognition by the 
end of the war. 


Mexico: In contrast to the Venezuelan labor movement, 
which has grown considerably in strength and unity since the 
end of the war, that of Mexico has declined in both respects. 
The replacement of President Avila Camacho by President Ale- 
man led to a less favorable attitude by the government toward 
labor in general and the CTM and Lombardo Toledano in par- 
ticular. Lombardo’s attempt to sponsor the policy of “collabo- 
ration” and to establish the new Popular Party, in part to 
promote the collaboration policy, have contributed to the loss 
of much CTM membership, the repudiation of Lombardo by 
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what remains of the CTM and to the establishment of the 
CUT (Confederacion Unica de Trabajadores), the Pact of 
Friendship and Solidarity which was signed between the fed- 
erations of railroad, petroleum and mine workers on January 
10, 1948, and the Alliance of Mexican Urban and Farm Work- 
ers on March 3-4, 1948. Although the full significance of the 
Pact and Alliance is not clear, they and their members have 
joined the CTAL and begun to cooperate with Lombardo Tole- 
dano. The leaders of the Pact have also indicated that they 
favor nationalization and are opposed to the influence of Ameri- 
can capital in Mexico. These leaders claim to be neither Com- 
munists nor anti-Communists. The Pact establishes only a loose 
federation under which all members retain full autonomy. 

It can be said that the Mexican labor scene is in great flux, 
that the labor leaders of the past ten years have lost or will 
lose much of their influence, that at least for the moment labor 
as a whole has lost much of its cohesion and power and that 
probably labor’s power within Mexico as a whole, will be dim- 
inished for some time. 


Cuba: The formerly powerful CTC has recently split between 
the Communists and non-Communists, with the government aid- 
ing the latter. The Government continues to be friendly to 
labor and has appointed a former trade union official as Minis- 
ter of Labor. The current dependence of labor upon the gov- 
ernment has probably been increased. The basic weakness of 
the badly defeated Cuban Communists, who held a stronger po- 
sition in the labor movement of that country than in the labor 
movement of any other Latin American country with the pos- 


sible exception of Mexico, appears to have been quite decisively 
indicated. 


The position of labor under the new administration which 
will be elected in June 1948 cannot be foretold. 


Colombia: In Colombia dissension in the Liberal Party and 
the CTC (Liberals vs. Liberals and Communists vs. Liberals) 
badly weakened the labor forces, which spent a large portion 
of their time and energy on factional disputes. In addition, 
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a very unsuccessful general strike in May, 1947, led to worsened 
relations between the CTC and the government. Inadequate 
current information appears to indicate that the Communists 
and Gaitanista Liberals share control of the CTC. The Cath- 
olic-sponsored UTC (Union of Colombian Workers) has been 
growing since the end of the war, but probably does not ap- 
proach the CTC in size or influence. The CTC participated 
actively in the Bogota revolt of April 1948 by calling a general 
strike which lasted until the Liberals entered the government 
on a Conservative-Liberal coalition basis. The revolt has just 
occurred and there is not yet enough reliable information to 
judge its significance for Colombian labor. 


In Costa Rica the more conservative elements have grown in 
political strength during the past two years and threaten the 
position which labor had achieved. However in that country 
labor had not achieved a dominant position, nor has it yet lost as 
much as the movements of Mexico, Cuba and Colombia. It is 
still too early to judge how the recent local strife will affect 
Costa Rican labor. 


C. Factors common to the development of labor in the area. 


The New Deal and improvement in the overall position of 
American labor since 1933, the war and accompanying Four 
Freedoms propaganda and the defeat of Hitler have all had 
stimulating effects upon the growth of organized labor in the 
Mexico-Caribbean countries. The organization of labor has also 
been aided, except in Cuba, by wages which have declined stead- 
ily in purchasing power since the beginning of the war. A 
period of time was naturally required before the effects of the 
stimuli were worked out. More recently the post-war break 
among the Allies has handicapped labor unity and strength in 
the area and heartened conservative forces. 


During the war the external stimuli were uniformly favor- 
able and labor improved or maintained its organized strength 
and political importance (but not its real wages) throughout the 
area. Although the common, international stimuli appear to 
have been of considerable importance, it is not suggested that 
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they equalled or outranked in importance the domestic influ- 
ences. For instance, although the external factors existed 
equally for all countries they alone were not sufficient to cause 
Honduran labor to develop appreciably. In that country local 
conditions unfavorable to labor’s development continued to 
dominate the scene. 


As indicated earlier, developments have not been uniform 
throughout the Mexico-Caribbean area since the end of the war. 
Conditions peculiar to each country have apparently become of 
increasing importance. Insofar as it is possible to explain the 
divergent trends in the two sets of countries through the opera- 
tion of factors, common to each set, they may result from the fol- 
lowing differences: (1) Labor forces have continued to gain in 
importance in those countries in which they were weakest at the 
end of the war. In these countries it is difficult to conceive of 
labor’s having lost its few minutiae of recognition. Any progres- 
sive stimuli which existed could therefore probably continue to 
influence developments at least for a time. In contrast, labor 
was relatively stronger in Mexico, Cuba, Colombia and Costa 
Rica at the end of the war than in any of the other countries of 
the area, and, with the possible exception of Cuba, it is in these 
countries in which labor has lost in strength since the end of the 
war. In Mexico labor had achieved very important gains for 
Latin America and for the existing social structure. A reaction 
was probably to be expected at a favorable moment. In Colom- 
bia and Costa Rica labor occupied an intermediate status for 
the area, poorer than in Mexico or Cuba and yet better than in 
the remainder of the area. (2) Communists, who are politic- 
ally very vulnerable in Latin America, were relatively stronger 
in the labor movement of the countries in which labor has de- 
clined than in any of the others. 

Mexico deserves special attention. It is the only country of 
the area in which labor possessed organized and effective strength 
prior to the recent war. The post-war decline in the importance 
of Mexican labor is a continuation of the diminution in labor 
power which has gone on except for the war-period postpone- 
ment, since the replacement of President Cardenas by President 
Avila Camacho in 1940. 





RECENT LABOR DEVELOPMENTS 


REGIONAL DEVELOPMENTS 


“Collaboration”: For the United States, the most significant 
regional development of the period concerns the largely Com- 
munist promotion of labor’s “collaboration” with other national 
forces in seeking its various objectives. 


Most Communists have been advocating labor unity and labor’s 
collaboration with various of the more conservative, non-labor 
forces. The stated objective of this collaboration is the develop- 
ment of national strengths and forces in order to gain political 
and economic freedom from dependence upon the allegedly im- 
perialistic United States. In the political sphere, the obvious 
anti-American implications have been clear from the beginning, 
and few non-Communists are known to have taken active lead- 
ership. In the economic sphere nearly all organized labor in 
Latin America (as well as certain other elements) has long sup- 
ported a high degree of national industrial self-sufficiency. In 
non-Communists, this stand generally seems to stem from the 
belief that industrialization necessarily creates higher national 
levels of living and from the fact that organized Latin American 
labor has been largely industrial in character. The self interest 
of this group would appear to it (often intuitively) to lie in 
strengthening the industrial base from which it comes. 


Vicente Lombardo Toledano. 


An outstanding sponsor of “collaboration” among Latin 
American labor forces during recent years has been Vicente 
Lombardo Toledano of Mexico, President of the CTAL. Whether 
Lombardo is a Communist, is not entirely clear. He claims to 
be a Marxist, but not a Communist, and certain of his opponents 
have believed him. (They have regarded him as an opportunist 
who believes that he must appear anti-American in order to 
achieve and maintain his leadership of Mexican labor). He has, 
however, promoted the current emphasis upon collaboration 
which has become a most useful tool of the Communists. 
In all recent splits in the Latin American labor movement Lom- 
bardo has unequivocally supported the Communists. In addition, 
as indicated below, the CTAL has become an exclusive Commu- 
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nist federation in membership and objectives. Finally, Lom- 
bardo has lost the CTM and much of his Mexican Government 
support. At the very least, it must be recognized that Lom- 
bardo’s actions accord with and are of immense value to the 
Communists. For all practical purposes, he must be regarded 
with the Communists until he gives some strong, valid indi- 
cation to the contrary. 


CTAL: At the end of the war, the CTAL (Latin American 
Confederation of Labor) represented nearly all significant orga- 
nized labor forces in the area—and in all of Latin America. 
However, the splits that have occurred in the Mexican and 
Cuban labor movements have removed important labor forces of 
the area from CTAL membership. The growth of the Venezu- 
elan labor federation has created an additional, important labor 
body not affiliated with the organization. Of lesser significance, 
the labor organizations in Guatemala and Costa Rica which are 
not affiliated with the CTAL appear to have gained somewhat 
in importance relative to their national, Communist-led, CTAL- 
affiliated rivals. At this time, therefore, the CTAL can be said 
to represent all significant Communist-led labor forces of Mexico 
and the Caribbean countries—and of all Latin America. With 
the possible exceptions of the Ecuadoran Confederation of Labor, 
which may leave the CTAL, and the new Mexican members, the 
miners, petroleum and railroad workers’ federations, the CUT, 
and the Alliance of Mexican Urban and Farm Workers, all of 
whose policies are not yet clear beyond the fact that they have 
established relations with Lombardo and joined the CTAL, the 
CTAL does not possess a single, important labor federation in 
all Latin America not dominated by the Communists. 


Information just received indicates that in addition to having 
become a Confederation composed of Communist-dominated 
labor federations, the substantive program of the CTAL (as 
embodied in the resolutions approved at its Third Congress, held 
in Mexico City, March 22-28, 1948), has become clearly Com- 
munist, anti-American and inflamatory. In the resolutions, 
which cover a multitude of subjects, Latin American labor 
groups and Governments which are not Communist or do not 
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work with them are decried while the Communist groups in 
each case are upheld; nothing good is said of the United 
States, while many of its outstanding current economic and 
political international policies, including the Marshall Plan, 
are strongly condemned; and the relatively dormant Bolivian 
desires for a seaport on the west coast of South America, as 
well as the Ecuadorian dislike for the recent boundary settle- 
ment with Peru, are fanned. 


CIT: The AFL and certain Latin American labor leaders 
have engaged in persistent efforts since the end of the war to 
establish a non-Communist, hemispheric labor confederation 
which would combat the CTAL. As a result of these efforts, a 
strong bond of anti-Communism among prospective members 
and a common desire on the part of their leaders to establish 
and participate in a politically acceptable international labor 
federation, there was established at the conference held in Lima, 
Peru, January 10-13, 1948, the CIT (Inter-American Confedera- 
tion of Labor). 


The original members of the CIT include national and indus- 
trial federations and local societies from 13 nations, Dutch 
Guiana and Puerto Rico. They range in size and importance 
from the large and influential AFL with 7 million members 
to a small, inactive group of Salvadoran proprietors and arti- 
sans. The members differ widely in their philosophy and ob- 
jectives, ranging from the relatively non-political AFL to the 
left-wing, Aprista, Peruvian Confederation of Labor, the So- 
cialist branch of the Chilean Confederation of Labor, the gov- 
ernment-dominated Brazilian and Dominican labor federations, 
the relatively conservative Catholic labor federations of Colom- 
bia and Costa Rica and the small Salvadoran society of pro- 
prietors and artisans. 


The future of the CIT, which the AFL hopes to make the first 
part of an international, anti-Communist labor federation, will 
depend in large measure on the developing world-wide discord 
over Communism, the ability of the leaders to exchange con- 
tacts and information while respecting their many basically 
divergent political beliefs and the ability of the Argentines to 
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attract non-Communist Latin American labor into their camp. 

Argentina: The Argentines are very interested in organizing 
Latin American labor under their leadership. They have sent 
labor attaches to nearly all of the other Latin American coun- 
tries and have opposed the efforts to establish the CIT ever 
since the ill-fated trip taken by AFL leaders to Argentina in 
January-February, 1947. Very recently, numerous labor leaders 
from many Latin American countries have been invited to visit 
Argentina at Argentine expense. The ostensible purpose of the 
trips is to acquaint the guests with Argentina and recent social 
progress there, but obviously with the hope that the efforts 
will culminate in the establishment of a Latin-American fed- 
eration of labor under Argentine sponsorship, preferably with- 
out Communist or United States membership. However, if non- 
Communist Latin American labor should split into two federa- 
tions, neither of which is predominantly stronger than the other, 
there is always the possibility that the two groups may decide 
to compromise and join forces. 


CIO: The CIO has carefully refrained from active participa- 
tion in Latin American labor affairs. However, it has main- 
tained fraternal relations with the CTAL and in the past it has 
offered friendship to all segments of Mexican and Caribbean 
labor—in fact to all Latin American labor, excluding the Peron- 
controlled Argentine labor federation. However, the sharpen- 
ing conflict over Communism, which is causing the CIO to review 
its relations with the WFTU and has been one of the factors 
which has caused both the AFL and CIO to support the ERP, 
may cause the CIO also to review its relations with the CTAL 
within the near future. 


Attitude of Labor toward the U. S. Government: Much of 
the friendliness which Mexican and Caribbean labor displayed 
toward the United States Government as a result of Roose- 
velt’s Good Neighbor Policy, his assistance to American labor 
groups, and the wartime collaboration of the Allies, has been 
dissipated during the last two years. Despite the fact that the 
fundamental, world-wide conflict over Russian Communism has 
caused certain labor forces of Latin America to regard this 
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country’s government highly, our new domestic labor legislation, 
the hemisphere arms- standardization plans, our sponsorship 
of the ITO and freer-trade, and the revival by Communist forces 
of fears of American intervention have had effects that are 
unfortunate for this country even among the non-Communist 
labor forces. However, there is no way of measuring the degree 
to which the ever-present anti-American feeling has increased. 
It is only possible to note such developments as growing re- 
strictions upon the employment of foreigners (Americans) in 
the area, increased strikes against large American companies, 
the resentment aroused by our communication to the Colombian 
Government concerning the “Merchant Fleet of Greater Co- 
lombia,” and more frequent expressions of dislike for the al- 
legedly discriminatory labor practices of the United States in 
connection with the Panama Canal Zone and American sponsor- 
ship of the ITO. 


Strikes: Labor of the area has resorted to strikes on a num- 
ber of occasions, with notable lack of success. 


In Colombia a moderately successful strike against the pe- 
troleum companies in November, 1946, threatened the mainte- 
nance of essential services. However, the strike was settled 
just before the country reached a critical point. In May, 1947 
an unsuccessful national highway strike and a short-lived and 
most unsuccessful general strike, which was approved by the 
CTC, led to a state of poor relations between the government 
and the CTC which have not yet been entirely ironed out. A 
strike against the Tropical Oil Co. (Standard of New Jer- 
sey) during Jan. and Feb., 1948 has not been entirely settled. 
As inidicated earlier, the significance of the general strike which 
the CTC called in connection with the Bogota revolt of April 1948 
cannot yet be determined. In Venezuela the Communists led the 
bus drivers of Caracas in two unsuccessful strikes. Energetic 
government action was responsible for the defeat of the strikers. 
The government has satisfie dits own labor forces sufficiently in 
other ways and kept them from striking. In Mexico there have 
been numerous strikes. Two important ones were those which 
were waged against the government’s Social Security and petro- 
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leum administrations, both which were lost by the strikers. The 
Social Security strike was led by CTM elements; as a result 
of the strike the CTM lost control of the union and consider- 
able national prestige. In El Salvador labor participated in 
the general strike of September, 1946, which was put down by 
the government after some days. The various governments 
have taken decisive stands in settling the different important 
strikes mentioned above, either as an active participant or as 
a third party. In addition to the strikes of national importance 
mentioned above, there were numerous strikes of lesser im- 
portance against individual firms throughout most of the area. 


The only common characteristics of the strikes appear to be 
(a) they were notably unsuccessful—except possibly for the re- 
cent strike in Colombia against the Tropical Oil Co.; (b) they 
denote the existence of varying types and degrees of discon- 
tent; (c) the strike continues to be regarded by labor of the 
area as one of its more important weapons; and (d) the gov- 
ernments of the area have continued to play decisive roles in 
settling the more important strikes. 


International Contacts: A notable feature of labor develop- 
ments of the area since the end of war was the large degree 
of international contacts of the various national labor move- 
ments. Argentine labor attaches or special labor missions have 
visited nearly all of the countries. All, excepting only Haiti and 
Honduras sent representatives to the CTAL Congress which 
was held in Costa Rica in December 1946. Cuban Communists 
visited the labor movements of Venezuela, the Dominican Re- 
public, Haiti, Nicaragua, Costa Rica and Guatemala. The in- 
ternational convention of railroad workers, sponsored by the 
CTAL, which was held in Guatemala City, October 19-25, 1946, 
was attended by representatives from Guatemala, Colombia, 
Cuba, Costa Rica, Mexico, Nicaragua and El Salvador. Rep- 
resentatives of the CTG (Guatemalan Federation of Labor) 
in Guatemala sent delegations to the labor congresses of Mexico 
and Cuba. As president of the CTAL, Lombardo Toledano at- 
tended the meetings of the WFTU and visited various countries 
of the area. 
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The tempo for early 1948 is even greater with the CIT meet- 
ing in Lima in January, the CTAL Congress in Mexico City in 
March, and numerous visits of Latin American trade union lead- 
ers to Buenos Aires at Argentine expense scheduled for the near 
future. 


The increasing extent of these contacts appears to be one of 
the indications of growing labor strength and decreasing national 
labor isolation. 


Labor Codes: Apart from.their individual national signifi- 
cance, it is noteworthy that labor codes have been promulgated 
in Guatemala and Panama and that codes or revisions have 
been studied in Mexico, Cuba, Colombia, Haiti, Venezuela and 
El Salvador during this limited period. In addition to some 
codification of previously existing labor laws, these codes con- 
tain many important new regulations and numerous changes 
of old ones. 


Cost-of-living and Wages: Except for Cuba, and possibly 
Venezuela during the past two years, the cost-of-living has in- 
creased much more than wages since the beginning of the war. 
Consequently, the real wages of the workers of the area have 
declined notably. However, despite the attention which the 
problem received, nothing effective has been done save 
possibly in Venezuela, and in Cuba where the CTC was strong 
enough to insist that the price for sugar sold to the United 
States permit wages to advance more than the cost-of-living. 
The decline in real wages has caused great discontent among 
laborers, but, as indicated earlier, the labor leaders of the area 
have been so interested in political issues that this discontent 
has not been channeled into effective actions designed to raise 
wages. 


Although the decline in real wages has caused great discon- 
tent and aided the Communist and progressive-liberal forces, 
inability to isolate this factor from others of importance, which 
vary from country to country, prevents the establishment of 
additional general area conclusions on this point. 
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Unemployment: Fear of unemployment appears to have been 
limited thus far to Cuba, Mexico and Panama. In Cuba the prob- 
lem is viewed in terms of a sugar market in the United States, 
which the Cubans feel will decline substantially within a very 
few years and create mass unemployment and misery in their 
country. In Mexico the CTC claims that considerable unem- 
ployment has already developed, but there are no reliable sta- 
tistics. The Panamanians are now concerned with the unem- 
ployment problem—largely because of curtailed activities in 
connection with the Canal. The American markets for pe- 
troleum, coffee, bananas, cocoa and gold are currently inexhaust- 
ible for northern Latin America, and the remainder of the 
area has not yet had to worry about unemployment. 
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British investment in Latin-American mining was sluggish 
after the “boom” and collapse of the 1820’s. Most of the com- 
panies organized during this early period were unsuccessful, and 
comparatively few new enterprises were created for mining 
operations in Latin America during the fifty years that fol- 
lowed.'! It was not until the 1880’s that the movement of Brit- 
ish capital into the mining areas of the region began to increase 
its speed; but the acceleration was rapid, and before the end 
of the decade it attained the velocity and magnitude of a second 


> 


‘“hoom.”’ 2 


* Professor Rippy is professor of history at the University of Chicago. 
His many books and authoritative articles in the quarterly journals are 
well known to all students of Latin American history and economics. 

1See J. Fred Rippy, “Latin America and the British Investment ‘Boom’ 
of the 1820’s,” in the Journal of Modern History, XIX (1947), 122-129, 
and “British Investments in Latin America, End of 1913,” in ibid., 226-234. 
An appendix to the second article contains a descriptive list of British 
investments in Latin America at the end of 1876. 

2The analysis that follows of British mining investments in Latin 
America is based upon a careful scrutiny of The Mining Manual for 
1891-2 (London, 1892). Companies then active all over the world are 
listed alphabetically in this manual. The location of English enterprises 
operating in Latin America was no easy task, but I believe no important 
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British investors controlled at least 150 active mining enter- 
prises in Latin America by the end of 1890, not including sev- 
eral that were in process of organization or liquidation, and 
their total paid-up capital was approximately £23 million. 
Only 19 of these 150 companies were founded before 1880, and 
4 of the 19 were reorganized during the 1880’s. The paid-in 
capital of these older companies was hardly £5.5 million in 1890, 
and was probably considerably less in 1879. It is likely that 
around £20 million of English funds flowed into the Latin-Amer- 
ican mining regions during the 1880’s, including enterprises 
organized and liquidated during the decade. 


Of the 131 new companies founded during the period—omit- 
ting 4 reorganizations—104 came into existence during the years 
1886 to 1890, inclusive. The peak of the “boom” was reached 
in 1889, with the organization of 42 companies. The capital 
movement then slowed down rapidly; only 25 enterprises were 
completely organized during the year 1890, and nearly half of 
these were insignificant. The “boom” was over before the eco- 
nomic depression of 1893 reached its climax. 


This rapid movement of English money into Latin-American 
mines was motivated in part by the quest for copper, a quest 
stimulated by the new electrical industries; but eagerness for 
the precious metals seems to have been a more important factor, 
The Latin-American mining regions have not experienced since 
that time another influx of British capital of such size and 
velocity. 


Mexico, with a total of 47 companies having an aggregate 
nominal capital of over £8.5 million at the end of 1890, was the 
recipient of the “lion’s share” of British funds. Over half of 
these enterprises were large; 17 of the 47 were capitalized at 
£200,000 and more. The capitalization of the United Mexican 
Mining Company, Limited, organized in 1862 but based upon an 
enterprise founded in the 1820’s, was £1,008,862; La Trinidad, 


company was overlooked. Assisted by Miss Martha Belle Bowers with 
an adding machine, I made the many tedious computations necessary in 
order to arrive at the figures for aggregate capital in each country and 
the grand total for all the countries. I hope no serious errors were made. 
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Limited, organized in 1884, and Venturas Silver and Gold Mines, 
Limited, which came into existence in 1890, had a capitalization 
of £500,000 each. British mining companies were scattered all 
over Mexico, from Sonora and Sinaloa to Chiapas. 


Venezuela stood next, with 12 British-financed mining enter- 
prises having an aggregate capitalization of only slightly less 
than £5.3 million. Two big companies, the largest mining enter- 
prises financed by the British existing in Latin America at this 
time, accounted for nearly half of Venezuela’s total. These were 
the famous El Callao Gold Mining Company, Limited, organized 
in 1870, with considerable French and other Continental invest- 
ment, and the Quebrada Railway, Land, and Copper Company, 
Limited, established in 1883 but stemming from British enter- 
prises dating back to a much earlier period, one of them initi- 
ated in the 1820’s. The paid-up capital of the first of these big 
companies was £1,288,000; the capital of the second was £1,213,- 
386. The other British organizations, with one exception, were 
capitalized at £150,000 and more. The British investment in 
Venezuelan mining in the 1880’s might almost be described as a 
gold rush to Guiana. Besides the Quebrada Company, there 
was only one other British copper enterprise: Venezuela Copper 
Company, Limited, organized in 1883, with a capitalization of 
slightly above £400,000 in 1890. 


Colombia, with 29 British mining enterprises having an aggre- 
gate capitalization of some £2.9 million, was not far behind 
Venezuela, taking into consideration the larger number of Brit- 
ish companies active in Colombia’s mining districts. Most of 
these enterprises were comparatively small; only 13 of the 29 
had a capitalization of £100,000 and above; but the British had 
a more continuous mining record in Colombia than in most 
Latin-American countries. Their oldest mining organization 
operating in Colombia in 1890 dated back only to 1864; but 4 
others still active were organized in the 1870’s. A few of the 
companies were mining silver and one was mining emeralds; 
the rest were panning and dredging gold, mostly from the rivers 
and streams of Antioquia and the Chocé. 

Chile, with 9 British-financed companies capitalized at a total 
of slightly more than £1.1 million, trailed some distance behind 
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Colombia. The main objectives of British mining enterprises 
in Chile, of course, were copper and nitrates (not included in 
this discussion). The oldest of the group of metal mines was 
the Copiapé Mining Company, Limited, organized in 1836 and 
capitalized at £200,000 in 1890. The paid-up capital of the 
Panucillo Copper Company, Limited, founded in 1864, was 
£225,000. Tocopilla, nine years old in 1890, was capitalized at 
£128,893; Camarones Copper Mining and Smelting Company, 
Limited, established in 1888, had a capital of £250,000. 


The British investment in the mines of Honduras at the end 
of 1890 may have been larger than the British investment 
in the metal mines of Chile. The 1880’s witnessed a gold rush 
in Honduras; 13 English enterprises were operating there at 
the close of the decade, but it has been impossible to ascertain 
the amount of capital actually paid in. The authorized capital 
of 8 companies aggregated £1,075,000 and the total paid-in capi- 
tal of 4 others was £675,554. 


Brazil followed next, with 6 British mining companies having 


a total capitalization of some £770,000, most of it in two of them. 
One of the two, the St. John del Rey Mining Company, Limited, 
with a capital of over £245,000, founded in 1830, was the oldest 
British mining enterprise in existence in Latin America in 1890. 
The other, already well known in the mining world, was the 
Ouro Preto Gold Mines of Brazil, Limited, capitalized at 
£320,000 in 1890 and organized six years before. A third enter- 
prise of some significance was the Santa Barbara Gold Mining 
Company, Limited, with a capital of £70,000, organized in 1868. 
Englishmen were in search of gold in Brazil, but there was no 
gold rush there in the 1880’s. 


The rest of the story will contain a few surprises for those 
not acquainted with British mining in Latin America. English- 
men had more money in mining enterprises in Argentina in 
1890 than in those of Peru and Bolivia and more in the mines 


8 The British had a total capital of £5,420,272 invested in 19 Chilean 
nitrate companies at the end of 1890, all of them organized during the 
1880’s. Profits of from 10 to 20% on nominal investment were not unusual. 
(See the Stock Exchange Year-Book for 1891 [London, 1891}, Passim.) 
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of Ecuador and Uruguay than in the mines of El] Salvador, 
Nicaragua, and Costa Rica. 


The British controlled eight mining enterprises in Argentina, 
with an aggregate capitalization of approximately £567,000, and 
none of them was organized earlier than 1886. They were a 
part of a general investment “boom” in Argentina that ended 
in a panic in 1890. Englishmen also controlled eight mining 
companies in Peru, only two of them established before 1886, but 
the aggregate capitalization—slightly above £533,000—was 
smaller. Their Bolivian investment was about the same as their 
Peruvian, around £527,000 in five enterprises, the major part 
of it in the Royal Silver Mines of Potosi, Bolivia, Limited, 
capitalized at £339,500. The precious metals were the main 
objective of their search in all three countries. Their interest 
in Bolivian tin was not yet manifest. 


Nearly all of the English mining investment in Ecuador was 
in a single enterprise, Zaruma Gold Mining Company, Limited, 
with a capital of over £337,000; organized in 1887, it was a 
reconstruction of a British company founded in 1881. All of 
the British mining capital in Uruguay, £260,692, was in one 
company, Gold Fields of Uruguay, Limited, organized in 1888. 
The total British investment in El] Salvador was also confined 
to a single company founded in 1888, Divisadero Gold and Silver 
Mining Company, Limited, capitalized at £218,479. Nicaragua 
and Costa Rica had three British mining companies each, one 
of the three in each case being larger than the other two com- 
bined. The important English enterprise in Nicaragua in 1890 
was Chontales Mines, Limited, established in 1886, a reorgani- 
zation of an English company organized in 1871. Its capital in 
1890 was £101,346; the total British investment in Nicaraguan 
mining at that date was £191,826. The major English enter- 
prise in Costa Rica was Costa Rica Mining Company, Limited, 
with a capital of £102,000, established in 1887; the other two, 
organized in 1889, had a combined capital of scarcely more than 
half of that sum. 


There was only one British mining enterprise active in the 
Dominican Republic in 1890. Created in 1888, it was reor- 
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ganized two years later; its capital was £93,600. The English 
seem to have had no mining investment in Cuba, Haiti, or Para- 
guay at this time. 


Table 1 presents a summary of the analysis attempted in the 
preceding pages. In general, the investment figures represent 
capital paid in, but in 24 cases they represent authorized capital 
because the amount of capital paid up was not available. The 
difference is not of great importance, with the exception of Hon- 
duras, already alluded to in this narrative, and even there the 
figure is partially adjusted by virtue of the fact that one of the 
Honduran companies included had no fixed capital. The au- 
thorized capital of these 24 enterprises was £2,844,855. The 
paid-up capital of the other 125 was £20,367,564. If the capital 
of the companies organized and liquidated during the period 
approximately equalled the difference between the authorized 
and the paid-in capital of the 24 companies whose authorized 
capital is included, then the aggregate investment given in the 
able, minus the capital of the 19 companies in existence in 1879 
—say between £3 million and £5.5 million—is not far from the 
nominal investment of British capital in Latin-American mining 
during the decade. Some £18 to £20 million of English money 
poured into the mining areas of the region from the beginning 
of 1880 to the end of 1890. It was a considerable sum, prob- 
ably larger than the aggregate that flowed in from all other 
European countries and the United States combined.‘ 


4 But capitalists from the United States were already crowding the 
British in Mexico and Honduras. United States capital invested in Mexi- 
can mines was estimated at $20,000,000 early in 1888 (Consular Reports, 
No. 89, Feb., 1888 pp. 339-340). I have found no satisfactory statistics 
for 1890. Mining Directory and Reference Book (Chicago, 1892) lists 
31 companies, with an aggregate of $55,165,600, owned by citizens of the 
United States and operating in Mexico before this work went to press 
(late 1891 or early 1892). This figure probably represented authorized 
capital, but the list also includes (pp. 479-482) some 20 more American 
companies whose capital is not given. The Council of the Corporation of 
Foreign Bondholders, in its Fourteenth Annual Report (London, 1887), 
mentions (p. 81) five United States mining companies that were active 
in Honduras in 1886 and states that their combined capital was $9,276,000. 
Cecil Charles, in his Honduras: Land of Great Depths (Chicago, 1890), 
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Table 1 
British Investments in Latin-American Mines, 1890 


Country No. of Companies Total Investment 
Argentina £ 567,108 
Bolivia 527,763 
Brazil 770,027 
Chile 1,131,748 
Colombia 2,912,449 
Costa Rica 154,375 
Dominican Republic 93,600 
Ecuador 337,630 
El Salvador 218,479 
Honduras 1,750,554 
Mexico 8,544,870 
Nicaragua 191,826 
Peru 533,737 
Uruguay 260,692 
Venezuela 5,277,771 
Latin America, general 40,000 


Total 150 £23,212,419 


bo 
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The significance of this investment for British capitalists, for 
Latin America, and for the world’s electrical industries and 
marts of trade—at about the time when the Populists and 
William Jennings Bryan in the United States, and not a few 
writers and politicians elsewhere, were beginning an agitation 
regarding the expansion of the medium of exchange, and shortly 
before they were overwhelmed by their opponents and Klondike, 
Latin-American, and South African gold—is a subject which 
will not be considered here. This brief essay is primarily con- 
cerned with the velocity and magnitude of British investments 
in mining in a particular region during a “boom” period pre- 
ceding a depression. Without doubt mining was stimulated in 
Latin America by this influx of capital, and profits were made 


lists (pp. 54-70) more than 20 American-controlled mining organizations 
which were operating in Honduras at the time his book went to press and 
describes each enterprise briefly, but presents little data on capitalization. 
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—and losses suffered. The safest and soundest investments, for 
this period and for some years following, were those placed in 
Chile, Brazil, Colombia (in spite of frequent revolutions), and 
Mexico. Those ventured in Argentina, Uruguay, and the Do- 
minican Republic must have been courageous or illusory, con- 
sidering the scarcity of copper and the precious metals in these 
countries. Those ventured in disorderly Honduras, Nicaragua, 
and Ecuador were highly speculative and therefore hazardous. 
Nor were returns as certain as the movement of the planets in 
Peru, Bolivia, Venezuela, Costa Rica, and El] Salvador. But 
what sane economist or historian has ever contended that mining 
is not a risky business, or that it is never accompanied by exag- 
gerated optimism and a little deception and fraud? 


The industrial and commercial world needed its metals in the 
1880’s and British promoters sent emissaries into Latin America 
after them. The story of their achievements and failures may 
be discovered in the mining journals and mining manuals and in 
the records of international trade and the stock exchanges.® In 
order to be complete and accurate it must be based upon a con- 
sideration of the record of each company—its output, its capi- 
talization, its dividends, its management, its techniques, and its 
laborers. Perhaps this brief summary will help to suggest that 
the story needs to be written. 


> Among the best sources for such an investigation are: The Mining 
Manual (already cited in this article), The Stock Exchange Yearbook 
(referred to in note 4), The Mining World, and The South American) 
Journal, all published in London. The first began publication in 1887, 
the second in 1875, the third in 1871, and the fourth, under another title, 
still earlier. 
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“ie Sugar Episode in Yucatan 


1825 - 1850 
By ._—_ a 


The fragmentary nature of knowledge about the economic 
history of provincial areas in Latin America in the early nine- 
teenth century seems sufficient justification for recounting the 
details of the rise and fall of the sugar industry in Yucatan 
in the years from 1825 to 1850. Like innumerable other locali- 
ties in Hispanic America, Yucatan was plagued for two or three 
generations after Independence by factional political bickerings 
as one or another partisan group held power for a brief time. 
At the same time, strong separatist tendencies occasionally rose 
to the surface. Until about 1850 it was never wholly clear 
whether the province of Yucatan, an isolated peninsula in the 
Gulf of Mexico, would form an integral part of the Mexican 
nation, or an independent small republic like Guatemala; on 
one occasion, in 1848, strong attempts were made at self-annex- 
ation to the United States. Much of the political history and 
what by courtesy could be called the “international affairs” of 
Yucatan seem meaningless and pointless viewed wholly in polit- 
ical terms, outside an economic context. 


The troubled political situation reflected the fact that the 
local provincial economies were undergoing a radical change. 
Under the conditions which followed Mexican political inde- 
pendence from Spain, Yucatan’s colonial economy shriveled and 
almost disappeared as one after another of its traditional com- 
modities were undersold in its customary markets in the Gulf, 


*Dr Cline is assistant professor of history at Yale University. 
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at Havana and in Europe. In nearby Havana, for instance, 
Yucatan cattle products were crowded out by competition from 
the La Plata. Wax, logwood chips, cotton, deerskins, rice, naval 
construction at Campeche, all felt the blight; of colonial main- 
stays only the export of salt remained firm, monopolized by a 
small group of merchant-entrepreneurs at Campeche. 


The decline in importance from 1825 to 1850, however, did 
not proceed at an even rate; some items dwindled faster than 
others. Further, during the period, new items began to appear 
under the spur of Yucatan efforts to buttress their hopes for 
political autonomy with attempts to create economic self-suffi- 
ciency. Coffee and silk were early experiments which failed. 
More and more attention was turned to sugar and henequen, 
with the balances from 1825 to 1850 tipped in favor of the 
former. As a result of these tendencies, dwindling of colonial 
items, introduction of new, the economic scene by mid-century 
might well be termed a “neo-colonial” pattern: it was neither 
the old, nor yet quite the “modern,” initiated in the 1870’s and 
1880’s with the well-known rise of henequen culture for export 
to a dominant position. The accompanying tabulation presents 
a summary view of the situation that existed in 1845. (Table 1). 


The profile of the local economy was simple. A little over 
half of the produced value represented subsistence activities, 
with the remainder comprised by processed and semi-processed 
goods. Of these, the bulk remained on the peninsula for local 
consumption, and about ten percent of total production was ex- 
ported. Apart from subsistence crops, about a quarter of Yuca- 
tecan production (measured in value) went abroad in the form 
of logwood chips, produced and controlled by merchant interests 
at Campeche, henequen and cattle, localized to the northern part 
of the area in an “Old Colonial’’ region focussed at Merida, and 
tobacco, dispersed through the productive areas of Yucatan and 
raised by small growers, often in conjunction with subsistence 
crops. The relative distribution of economic activities appears 
in Table 2. In all, slightly over half a million pesos worth of 
processed and semi-processed materials went outside the penin- 
sula as its “foreign” trade, while annually about a million 
pesos worth of manufactures came from abroad, handled almost 
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exclusively by Campeche merchant houses. Three quarters of 
the domestic commercial items thus stayed at home, and of 
these, sugar was the dominating commodity. (See Table 3.) 


The shifting pattern of economic activity from 1825-1850 
not only affected the balances of local politics, but had one 
other outstam .ng result. This was the Caste War, which broke 
out in 1847 and whose major military phases were terminated 
about 1853. Decline of returns on older items, such as cattle in 
the north, or the hope for revived activity, as in the case of 
sugar, had altered the colonial relations to the Maya Indian 
populations by increasing various pressures on them for added 
work, taxes, and discipline. Sporadic revolts in July, 1847, 
coalesced into a mass native uprising which rapidly changed 
from a primitive sort of strike against specific conditions to 
a war of attempted extermination of non-native populations. 

Starting at the eastern and southern edges of the settled 
zones, the Maya drove rapidly and successfully to within a few 
miles of Merida and Campeche before they were slowly rolled 
back, in part by loyal Indian troops which the people and mes- 
tizo leaders were able to mobilize, in part by American merce- 
nary troops hired by Yucatan. The importance of the uprising 
in terms of local groups was important, as from two-thirds to 
three-quarters of the population of Yucatan was almost “pure 
Maya,” the remainder being a small socially and economically 
dominant creole minority, with a thin layer of mixed bloods 
who sided with them against the rebellious Indians. As may 
be seen from the population figures in Table 4, the War of the 
Castes reduced the number of inhabitants to a level comparable 
with late colonial times and cancelled out most of the social 
and economic gains Yucatan had achieved since its political 
independence. These advances in part had rested on an expand- 
ing population with consequent enlargement of the labor force 
and local market. 


The rise of the sugar industry in Yucatan was a major factor 
in the outbreak of the Caste War. As seen in the paragraphs 
which follow, the entrepreneurs of the new activity overcame 
or somehow got adjusted to the several obstacles which they 
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faced, but in the end succumbed to the Maya. The purpose 
here, however, is less to stress the influence of the rising sugar 
industry on the social relations of Yucatan than to indicate in 
outline some elements in the evolution of the industry and its 
problems. 


TABLE 1. 


ESTIMATED VALUE OF ANNUAL COMMODITY 
PRODUCTION, 1845 


By Individual Items, in pesos 
Value of 

Value of Local Total 

Class Items Exports Consumption Value 
Staples Colonial Maize 4,187 3,000,079 3,004,266 
54.5% Beans 4,512 540,000 544,512 
Rice 7,409 52,500 59,909 
Cattle Colonial Live animals 1,239 eg 1,239 
2.2% Cured hides 4,752 1,500 6,252 
Soles 21,983 40,000 61,983 
Footwear aoe 40,000 40,000 
Salt beef 6,045 500 6,545 
Uncured hides 11,752 11,752 
Tallow 15,952 = 15,952 
Colonial Logwood chips 343,634 $44,134 
Logwood extract 11,746 ae 11,746 
Timbers 1,617 6,478 8,095 
Deerskins 24,446 4,000 28,446 
Copal 1,672 = 1,672 
Wax 3,894 24,194 28,088 
Tamarind pulp 510 ae 510 
Mineral Colonial Salt 60,277 19,723 80,000 
1.3% Lime 2,371 5,000 7,371 
Soda 1,115 on 1,115 
Tobacco Colonial Leaf 68,955 ae 68,955 
5.0% Cigars, cigarettes = 260,000 260,000 
Sugar New White granulated 10,088 809,910 819,998 
25.2% Raw brown a 840,000 840,000 
Molasses 415 415 
Henequen New Raw fibers 30,780 30,780 
2.3% Cable & rope 22,347 22,347 
Cables 1,696 1,696 
Hammocks 2,767 2,767 
Twines 7,569 ee 7,569 
Mise. mfg. 1,087 55,319 56,406 





Miscellaneous C 
2.8% 


Soap 
Starch 


Straw hats 
Carpentry 

Cotton and wicks 
Craftwork 
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119,521 
6,900 
8,527 

10,000 
1,600 


6,813 
7,259 
2,585 
2,532 


11,262 
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119,521 
13,713 
15,786 
12,585 

4,132 
11,262 


Salt fish 

Sponges, turtles 
Vegetables, etc. 
All commodities 


2,704 
1,451 
939 
718,928 


2,704 
1,451 

939 
6,589,038 


Totals 5,870,110 


Source: Regil and Peon, “Estadistica de Yucatan,”, Cuadro 2. 


TABLE 2 
ESTIMATED VALUE OF TOTAL ANNUAL COMMODITY 
PRODUCTION, 1845 


By Classes of Goods, in Pesos 
Exported Internal 
Pesos % Pesos % 
16,108 2.1 3,592,579 61.2 
61,723 8.5 82,000 1.4 
363660 51.0 59,031 1.0 
63,763 8.8 24,723 0.5 
68,955 9.6 260,000 4.3 
10,503 1.5 1,649,910 28.2 
98671 13.7 55,319 0.9 
35,545 4.8 146,548 2.5 
718,928 100.0 5,870,110 100.0 


TABLE 3 
RELATIVE DISTRIBUTION OF COMMERCIAL 
COMMODITIES, 1845 
(Staples omitted; values in pesos, 000’s omitted) 


Total Percent Percent Market and 

Value total export amount sold 
Class (Pesos) commercial Value trade Intrn’l Export 
Cattle 143.7 4.8 82.0 8.8 57.0 43.0 
Forest 422.7 14.2 59.0 51.7 15.0 85.0 
Mineral 88.5 3.0 24.7 9.1 28.0 72.0 
Tobacco 329.0 11.0 260.0 9.7 79.2 20.8 
Sugar 1,660.4 55.7 1,650.0 1.5 99.5 0.5 
Henequen 154.0 5.2 55.3 14.1 36.0 64.0 
Miscell. 182.0 6.1 146.5 5.1 80.7 19,3 
Totals 2,980.3 100.0 2,277.5 100.0 76.2 23.8 


Total 

Pesos % 
3,608,687 
143,723 
422,691 
88,486 
328,955 
1,660,413 
153,990 
182,093 
6,589,038 


Staples 
Cattle 

Forest 
Mineral 
Tobacco 
Sugar 
Henequen 
Miscellaneous 
Totals 


Percent 
internal 
trade 

3.6 
2.6 
12 
11.4 
72.5 
2.4 
6.4 
100.0 


Value 
61.7 

363.6 
63.8 
69.0 
10.5 
98.7 
35.5 

702.8 
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TABLE 4 
FLUCTUATIONS OF POPULATION, 1700-1862 
(Exclusive of Tabasco) 


Population Percent of 
Reported Personal Population 
Figures Estimate of 1794 


COLONIAL YUCATAN 
138,400 38.6 
214,974 60.0 


BOURBON REFORMS 
333,382 93.2 
358,261 100.0 
358,287 100.0 
465,700 130.0 
500,406 139.5 


INDEPENDENCE FROM SPAIN 
574,496 160.0 
578,939 161.0 


CIVIL DISTURBANCES & EPIDEMICS 
582,173 162.5 
472,876 525,000 146.5 
481,400 134.0 
504,635 575,361 160.0 
504,635 580,329 162.0 
505,041 141.0 


WAR OF THE CASTES 
299,455 83.8 
256,381 70.5 


NOMINAL PEACE 
350,000 
320,212 
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II 


Sugar was no newcomer to Yucatan, and its development into 
a commercial industry was attended by more success than 
attempts to establish coffee or to revive silk. Though known 
and raised in small quantities during the colonial regime, sugar 
cane and its products were not mainstays of provincial economy. 


Sugar cane was planted in Yucatan near the opening of the 
seventeenth century. No less a personage than the Dean of the 
Merida cathedral raised a crop of it as early as 1605, possibly 
as an experiment. This, however, did not found a new economic 
activity. Consistently in later years various authorities, and for 
mixed motives, opposed Yucatecan cultivation of the plant, from 
which came intoxicants as well as sugar. Wine merchants in 
the Spanish Peninsular metropolis, who looked upon the colonies 
as a suitable outlet for their goods, were instrumental in achiev- 
ing royal legislation which prohibited the crop. Both because 
illicit local manufacture of cane alcohol in the area put cheap 
liquor in the hands of his Maya charges, and because its compe- 
tition was ruining Spanish trade, a bishop of Merida in 1755 
ordered his vicar at Valladolid to burn all the cane fields in 
the vicinity. 

A decade later, royal commissioners reported that there must 
be a large contraband trade in spirits. Although the vice of 
drunkenness was rather widespread among workers in Yuca- 
tan, little or no Crown revenue was derived. No one reported 
imports of any liquors. They added that Yucatecans illegally 
produced some sugar, and that its amount could be increased 
since the place was suitable for its cultivation. In accordance 
with an order of 1813, Yucatecans mentioned that some cane 
was grown, which they thought was as good as that from 
Jamaica; as no apparatus was available to turn it into white 
sugar, most of the extracted cane juice ultimately became brown 
sugar or aguardiente, an intoxicant. The amount was said to 
be small, chiefly because of labor shortages in the Sierra area 
where it grew best. 


Even under a liberalized local tariff granted to Yucatan by 
the Spanish Cortes in 1814, the monopoly of metropolitan liquors 
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was asserted and safeguarded by prohibitory clauses. Thus for 
a considerable period the weight of Spanish officialdom was an 
inhibiting factor for unlimited development of Yucatecan sugar. 
Despite repression and restriction, slight amounts of cane had 
been grown and even processed during the Colonial period. 


However, the beginning of the nineteenth century commer- 
cial development dates primarily from 1823, and more certainly 
from 1825. In the former year, the state legislature took active 
steps to foster local cane production, while the Mexican war with 
Spain (in which Yucatan somewhat unwillingly joined) in the 
latter cut the Yucatan peninsula off from its usual Cuban sources 
of supply. Earlier Yucatan had also depended on the products 
of places like Cordoba, Orizaba, and Cuernavaca in Mexico to 
furnish sugar. Later, imports came from Havana almost ex- 
clusively. Yucatecans had thought that the sugar of Louisiana 
was too poor a quality for too high a price, so that an import 
sugar trade had never sprung up between the peninsula and 
New Orleans, just across the Gulf. The benevolent legislation 
which nourished the sugar industry thus forced on Yucatan by 


necessity is treated below. Commercial sugar was a post-Inde- 
pendence, pre-Caste War phenomenon whose evolution vitally 
affected the economic and social life of Yucatan in numerous 


ways. 
III 


A simplified survey of the basic features of the sugar cane 
industry seems essential for an understanding of the particular 
form which appeared in Yucatan and its influence on the local 
social and economic scene. The final products of cane are vari- 
ous crystalline sugars for human consumption, as well as numer- 
ous types of intoxicants. In turn these derive from natural 
juices of the sugar cane plant. Juices are treated in distilleries 
or sugar houses by a series of processes which separate a vary- 
ing purity of sugar, usually by evaporation. To obtain the 
natural juices for processing, stalks are cut from the growing 
sugar cane plants, usually once a year, though sometimes twice 
from the same plant. The life of the plant is relatively short 
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for commercial purposes; depending on its variety, it may yield 
for from two to seven years before being replaced with new 
seedlings. Sugar cane has a relatively ancient history, and 
appeared early in the New World. The particular plant which 
was most common up to the end of the eighteenth century was 
a variety known as “Creole.” 


For worthwhile amounts of crop, sugar cane usually requires 
a tropical or sub-tropical climate, as well as soils capable of 
retaining water. If abundant rainfall does not furnish adequate 
moisture, irrigation may be necessary. A wide range of culti- 
vation methods have been in vogue; although usually cane is a 
tillage crop, as opposed to milpa, methods suitable to the latter 
can be adapted with success, as they were in Cuba and Yucatan. 
The peak labor requirement comes at harvest time, in a dry 
period after the plants have blossomed once. Harvesting has 
been a job for hand labor, men swinging machetes, as attempts 
to mechanize it have met with only limited success. The crop of 
one year must be harvested before the rains for the next set 
in, and preferably is done when the canes hit a peak of maturity ; 
green or over-ripe plants yield less juice, and it produces less 
sugar than those which are cut at the point of maturity. Only 
a small labor force is needed to plant and care for the fields, 
but a large one is required to produce the best results at harvest 
time. A good cutter is one who can chop about a thousand 
pounds of cane stalks an hour, or four tons a day. 


Different varieties of cane give diverse amounts of juice and 
sugar. Traditionally the New World stuck to “Creole” until 
the late eighteenth century. Then by a series of romantic inci- 
dents, a new type known as “Otaheite’” came into the Antilles; 
in 1766-68, Bougaineville had touched at the island of Otaheite 
in the Pacific and brought the cane he found there to Mauritius, 
from whence it spread, while a little later Captain Bligh of 
Bounty fame similarly introduced cane directly from Otaheite 
into Jamaica (1792), where it doubled the productivity of the 
island. With the exception of Cuba, which preferred a variety 
known as cristalina, Otaheite cane displaced Creole. It came 
to Spain in 1816, but did not grow on the mainland of Mexico 
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until 1840. Its shallow rooting habits and other natural char- 
acteristics made it quite suitable for Yucatan, and Otaheite 
(rather than the cristalina or Creole form) was the exclusive 
variety used by Yucatecan growers after Independence. Under 
optimum circumstances, Otaheite will yield up to twelve tons 
of sugar per acre, but apparently Yucatecans averaged perhaps 
one and a half to two, due to the environmental hazards and 
the retarded technology they employed. The date at which Ota- 
heite cane was introduced to Yucatan is nowhere stated, but 
probably was around 1822, certainly earlier than its use in 
Mexico generally. 


Although Colonial creoles at Valladolid in the East had grown 
some cane in the times when they thought they could safely dis- 
regard orders to the contrary, the lifting of restrictions, re- 
placed by official encouragement after Independence, made the 
Sierra regions in South Central Yucatan a new sugar bowl. A 
secondary cluster of plantations was found in the North around 
Espita and Tizimin, which, like the Sierra, offered the best soil 
and climatic conditions for cane. Table 5 attests that in 1844, 
when Yucatecan sugar production had reached an apogee, the 
two partidos of Tekax and Peto cultivated more of the crop than 
all others combined. 


Another inference from Table 5 is that two phases of pro- 
duction—cultivation and processing—were not necessarily in- 
separable, although they might be closely associated in the same 
area. The placement of distilleries followed closely the distribu- 
tion of the peninsula’s total population, with the exception of 
the Borderlands which had more than its share, and the Old 
Colonial, with less. It may be that because cultivation was lim- 
ited by geographical factors—soils, climate, water, winds—it 
was less capable of peninsula-wide distribution, while proces- 
sing, fixed more by human factors and more strictly economic 
considerations, tended to locate according to demand and trans- 
portation facilities. 
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TABLE 5 


89 


DISTRIBUTION OF SUGAR CULTIVATION AND 


Area Reported 
District of Merida 
District of Izamal 


OLD COLONIAL 
Valladolid 

Tizimin 

Espita 

EAST COLONIAL 
Campeche 
Hekelchakan 
Seibaplaya 

Carmen 


WEST COAST 
Tekax 

Yaxcaba 
Hopelchen 

Peto 

Bacalar 


BORDERLANDS 
PENINSULA 


Source: Exposicion 


PROCESSING, 1844 


Number Number 
Mecates Major Percent Percent 
Reported Distilleries Mecates Distilleries 
we 15 
599 7 
599 22 0.5 24.7 
4,582 17 
9,046 hone 
8,346 Sad 
21,974 17 21.5 19.1 
2,010 8 
1,095 see 
3,102 et 
500 he 
6,707 8 6.6 9.0 
32,292 16 
i 9 
10,028 17 
30,481 ae 
72,801 42 71.4 47.2 
102,081 89 100.0 100.0 


... dune 18, 1844, p. 25 (adapted). 


Cultivation definitely concentrated in the Borderlands, where 
from two-thirds to three-quarters of the acreage was found, 
while processing tended toward regional self-sufficiency. In 
1844 Campeche business men reported that because distilleries 
had begun to appear more and more in the interior, their pro- 
duction had dropped by three-quarters, and that they were 
trying to produce gin with the distilling plants at the port. 
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Production of sugar cane usually is a large-scale enterprise, 
rather than a combination of small holdings tilled by individuals 
and their families. Although in comparison to the size of 
ranchos on which Maya raised maize, Yucatecan sugar holdings 
were large, still they were not enormous. Seemingly the same 
pattern that held for Yucatecan cattle holdings in late colonial 
times was modified when sugar began its rise. A relatively 
large number of proprietors operated a fair-sized number of 
holdings rather than a small group practically monopolizing 
the sugar lands. 


It is somewhat difficult to estimate the average size holding, 
because of the tendency toward secrecy and falsification (to 
avoid taxes) which was part of standard practice among entre- 
preneurs. One critic believed that there was an error of per- 
haps 100%, with certainly 50%, in reports of acreage and yield. 
Where the growers had reported about one hundred thousand 
mecates of planting, there was in fact at least 150,000, with 
perhaps 200,000 as the true figure. Thus when from the par- 
tido of Peto came the information that 76 holdings comprised 
12,884 mecates, the resultant average size of planting, 16.5 
acres, possibly should be increased to 25, or even 33. Even 
this latter maximum represents a rather small unit of opera- 
tion, as goes sugar production in comparative areas through 
the world. 

It was said in 1849 that the maximum capital value of a sugar 
hacienda which included a distillery was around six thousand 
pesos. Probably the average hovered somewhere above the fig- 
ure extracted as the average value of rural properties in the 
Borderlands, 1,480 pesos and probably below that for like prop- 
erties in West Coast hands, 3,000 pesos, since all haciendas did 
not support distilleries, and since much of the capital needed 
to initiate a sugar enterprise came from Campeche. 


The rise of the first sugar haciendas, however, coincided with 
the shutting off of the flow of Yucatecan cattle products to 
Havana. Some money from the Old Colonial area likewise 
migrated toward the Borderlands in the form of sugar haci- 
endas. These were a capital investment which promised greater 
returns than did cattle enterprises. So stated the Junta de Fo- 
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mento of Merida in 1844, whose spokesman mentioned that 
“not a few merchants and cattle hacendados put their risk cap- 
ital into founding sugar establishments . . . they constructed 
good rural houses, and imported into the area foreign machinery 
for grinding cane...” 

Sugar haciendas began to dot the Borderlands after 1825. 
Some of their proprietors retained their traditional residence 
in Merida or Campeche; such, for example, was Vicente Calero, 
or a doctor who also had tried to revive silk, Antonio Frutos. 
His sugar enterprise on the hacienda Callal gave “powerful im- 
pulse to the cultivation of sugar cane.” Others preferred to 
oversee their new sugar operations personally. Such, for ex- 
ample, was Anselmo Duarte de la Ruela. He had moved to 
Peto in 1835 and founded a brisk establishment for the produc- 
tion and distribution of sugar crops. 

Though information is scanty, it would seem that a number 
of capitalists in Merida and Campeche placed the distilling 
operations in those cities, while at the same time they estab- 
lished haciendas in the Borderlands to provide the raw materi- 


als. Others, like Andrés Maria Espafia, grouped the two to- 
gether at the site of cultivation. In most cases, to lower trans- 
portation costs, grinding the cane to extract the raw juice was 
performed exclusively on the haciendas. 


IV 


It did not take a financial wizard to see that sugar was 
profitable. This was especially true up to 1840, before increased 
production began inevitably to lower selling prices. Though 
possibly high, because the information was furnished to the gov- 
ernment, the cost of raising an arroba of sugar was said to be 
one peso. Generally from 1825 to around 1840 the selling price 
of sugar was around 25 reales, a little over three pesos. Earlier, 
it was even higher ; before 1840, sugar was a luxury item. With 
a potential profit of two pesos an arroba, one good crop would 
amortize the original investment. 


For instance, taking the average holding of perhaps 25 acres 
in cane, even at the relatively low yields of the time, a proprie- 
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tor could anticipate a harvest that would amount to around 
2,400 arrobas. His gross profit (subtracting only the cost of 
production) thus would reach some 4,800 pesos. Presumably 
operators who also maintained their own distilleries would cul- 
tivate a larger plot than the average. In one year to cover 
the initial cost of the maximum investment, six thousand pesos, 
approximately seventy-five acres of salable cane would be nec- 
essary. But in the second year of operation, such an establish- 
ment would show 100% profit of six thousand pesos, so long as 
cost of production remained at one peso an arroba and the selling 
price at three. At this price white sugar retailed at twelve 
centavos a pound. 


Part of the capital investment required for a sugar enterprise 
was artificial creation of a satisfactory water supply. Not only 
was it necessary for cultivation of cane, which needs water, but 
also served to recruit the large supply of seasonal labor required 
for harvesting. The appearance of a new water source in the 
semi-arid Borderlands was signal for emigration there, espe- 
cially toward the end of the dry season when normal aguadas 
had been emptied by use and evaporation. The dry season was 
harvest time for cane, so that a seasonal labor pool appeared 
when it was most needed. To meet the other needs of hacienda 
production of cane—the labor required for planting and care 
before harvest—the net of peonage was dropped over some 
Maya; they were taken as “salaried hands” at the wage of one 
real a day. Perhaps the lure of this relatively high cash wage 
brought some voluntary workers onto the haciendas. 


The scarcity of labor, however, was in Yucatan a limiting 
factor for the expansion of sugar. As in other parts of the 
world, the producers in Yucatan had to face the risk of losing 
much or all of their crop because it remained uncut in the 
fields. Speaking of the more general labor problem, a writer 
notes that “the cutting of the crop forms an important item in 
the cost of production, and uses up a large proportion of the 
visible supply of labour, besides placing the owners at the mercy 
of an irresponsible population.” Even the small crop of 1813 
was lost because Indians refused to work voluntarily and the 
liberal legislation of the Spanish Cortes had undermined the 
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forced labor system in vogue. Peonage of a sort, forced labor in 
some guise, seemed essential to consistent production of sugar on 
haciendas. 

So long as there was a wide margin of profit between costs 
and sale value, there was but small pressure to improve sugar 
technology. The industry tended to lag behind the technical de- 
velopments that increased productive efficiency in neighboring 
areas like Cuba. Though some twenty iron grinding mills were 
in use on the eve of the Caste War, the vast majority of haci- 
endas clung to wooden rollers. The iron apparatus raised the 
yield by 10%, but the older fashioned wooden ones remained as 
the usual mechanism until sugar raising almost completely dis- 
appeared from Yucatan. Until around 1860 all iron machinery 
came from abroad. 

Distillation for the most part also was old-fashioned. Cane 
juice was boiled off in kettles over open fires. The process of 
distillation by use of combined vacuum pans and surface con- 
densers (cooled by syrup or juice), whose invention has been 
attributed to Charles Derosne, was known in Yucatan, but was 
not extensively employed. The Derosne process (actually the 
work of a man named Degrand), was quite popular in Cuba and 
surrounding sugar areas after 1840, but did not diffuse widely 
through Yucatan. It was thought to be 20% more efficient than 
current practice there. Thus a producer who would install iron 
grinders and avail himself of the newer process of distiilation 
could increase his output by at least 30%. 

In somewhat similar fashion, sugar hacendados clung to rela- 
tively primitive methods for supplying water to their fields and 
distilleries. Windmills did not appear in Yucatan until near the 
end of the century, and until that time the traditional treadmill 
run by animals or antiquated devices requiring hand labor were 
normal. In 1846 two American engineers who had come to Yuca- 
tan in hopes of improving the production of henequen also 
turned their minds to a problem which they thought needed a 
solution. 


They advertised that they had invented a method of hoisting 


water that by use of one mule would deliver twenty-four gal- 
lons a minute from a well a hundred feet deep, or twice that 
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amount by use of a team of mules. They stated that this was a 
great improvement over the techniques then employed by dis- 
tillers and cane-growers, but whether the latter took advantage 
of the allegedly more efficient device is not known. Perhaps the 
fact that the Americans failed to complete their primary object, 
improvement of henequen rasping machinery, discredited them 
as infallible oracles of the Machine Age. 


Though in practice the majority of sugar entrepreneurs were 
indifferent to technological advances, a small group of them were 
sensitive to the changes going on outside the peninsula. The 
latter claimed that reasons for upsurge in production around 
1840 (even before favorable land legislation in 1841) included 
the more effective training of native mill and distillery opera- 
tors, the betterment of clumsy wooden mills and the introduc- 
tion of iron ones, as well as some unspecifled “new processes.” 
Production had become slightly more efficient, as well as greatly 
extended, the latter occurring especially from 1840 to 1844 
(after favorable land laws). The enterprising spirit of sugar 
men was channeled more toward bringing new areas under cul- 
tivation than it was toward improving their methods. 


v 


From its outset, the sugar industry was closely related to 
government—at first dependent on its protection, then as a direct 
influence in political affairs. A brief survey of laws which af- 
fected relation of the industry to government shows a set of 
shifting relationships, as the infant industry grew to “giant- 
hood,” relative to other Yucatecan economic activities and in- 
terests. The following paragraphs present such a survey. 


By a decree of October 13 ,1823, the state legislature set a 
basic policy which in part was consistently followed to 1850. 
The government fostered the growth of cane to produce sugar 
by declaring in 1823 that cultivation of the plant and manufac- 
ture of sugar were to remain absolutely free of duties or taxes. 
At the same time, taxes on the production of brown sugar, 
panela, were reduced from 8% to 4%, but intoxicants, aguardi- 
ente, paid a flat 20 reales (2.50 pesos) a barrel. To stimulate 
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peninsular trade, it was further stated that no transportation 
levies were collectible on cane products. The underlying policy 
seems evident: sugar rather than rum was what Yucatan 
wanted. Distillers, who evidently made more profit by convert- 
ing juices into intoxicants, were usually at odds with this 
state socio-economic policy, and through the years to 1850 strug- 
gled to have it changed. 


One of Yucatan’s early land laws helped the sugar industry 
get started. To fill up empty spaces beyond the fringe of settle- 
ment, a statute of 1825 made particularly easy the acquisition 
of land in the sugar zone. One article, in fact, directed the 
governor to give to strangers “the fertile public plots of the 
Sierra Alta and Camino Real Alto partidos.” In 1826, the state 
legislature approved a recommendation which allowed munici- 
palities to add a local tax on the aguardiente state excise, but 
prohibited them from hindering the production of sugar by tax- 
ing it. In that year the governor reported to the legislature 
that “the cultivation of sugar cane has increased, and is progres- 
sing so considerably that before long not only will it meet 
interior consumption needs, but there will be a surplus of sugars 
and liquors whose exportation will produce sizable revenues.” 


In 1827, rates on aguardiente were again raised, to six pesos 
a barrel. As in 1823, part of the revenue thus derived went 
into the general funds of the state, but one-third was allocated 
to expenses of the hospitals of Merida and Campeche. Evi- 
dently, despite taxation, the production of liquor was increas- 
ing, as in 1832 the unit of taxation was changed from barrels 
of aguardiente, to pipas, pipes, which were equivalent to seven 
barrels (or 210 frascos). In the same year the cane juice des- 
tined for sugar was relieved of civil taxes, but the Church 
allowed it to pay only a half tithe; this did not extend to that 
destined for brown sugar or aguardiente. In 1833, the aguardi- 
ente tax jumped to 150 pesos a pipa, or over twenty a barrel. 
The first reductions came in 1834, when the rate dropped to 125. 


In 1835, the state embarked on a new method of calculating 
taxes. Rather than make a count every fifteen days of the liqucr 
on hand at each distillery, the lawmakers decided it would be 
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simpler to tax the permanent stills on a monthly basis scaled 
according to their capacity. A regular old-fashioned horizontal 
apparatus paid 125 pesos a month, while cylindrical ones were 
charged 150; the capacity of each was basically 1 pipa. In the 
same year, the municipality of Peto was allowed to put a munici- 
pal tax on sugar. 


Between 1835 and 1840 sugar production reached a point 
where it was no longer considered a luxury. Rather than being 
measured out carefully on scales, sold by weight as in former 
days, it now was retailed according to approximate dry measure 
—almudes instead of libras. Not only that, but the point en- 
visaged by Governor Tiburcio Lépez in 1826 had now been 
reached; Yucatan was about able to meet all its own needs and 
have an exportable surplus. These various elements had an 
effect on local politics. 


VI 


The sugar growing Sierra and its associated distilling centers 
strongly supported the Federalist revolution of 1839, and after 
that the first Federalist war against Mexico. Centralist gov- 
ernments had fostered most of the legislation to which sugar 
interests objected. Soon their reward appeared. Municipal 
taxes on sugar were abolished, there was a return to the older 
system of taxing barrels of completed aguardiente rather than 
the apparatus that produced it, and further relaxation of land 
law. At this time, since export trade had only just begun to 
loom, the sugar areas strongly favored Yucatan’s complete in- 
dependence from Mexico—they thus avoided the possibility of 
national legislation contrary to their interests, as well as con- 
tinued influence on a favorable local legislature. 


As the curve of production kept its upward course, sugar in- 
terests turned their attention to foreign markets. They sup- 
ported a second provincial campaign against Mexico, and were 
pleasingly frank about their motives for agreeing to the favor- 
able peace terms finally wrung from the defeated mainland au- 
thorities. Higher prices for sugar through export to Gulf 
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ports, said a representative group of sugar men, was “the prin- 
cipal interest”? which moved the Sierra towns. The state, des- 
perate for revenue to fill coffers depleted by the military efforts, 
placed an export tax on sugar products in June 1843. It lasted 
only a short time, until December, when sugars and aguardiente 
were lumped with maize and beans as goods which could be 
exported free. 


Everything in 1844 seemed clear for better sugar business— 
favorable land laws, freedom from export taxes, new roads that 
had cut transport costs, and clear entry to Gulf ports. Then 
came a notorious Mexican decree of February, 1844, by which 
the Mexican national government, under Dictator Santa Anna, 
failed to include on its list of goods which from Yucatan could 
enter Gulf ports free of duty almost all of the exported products 
of Yucatan, sugar among them. Mexican tariffs were high 
enough to exclude profitable shipments from Yucatan. As a 
result, the now rather highly geared productive plant in Yuca- 
tan poured sugar into its local domestic markets at such a rate 
that selling prices dropped to or below the cost of production. 
This also had occurred earlier, in December, 1848, when Yuca- 
tecan commodities were for a while shut out of Gulf markets 
pending peace discussions. Table 6 illustrates the downward 
drift of sugar prices from the earlier level of 25 reales an 
arroba for fine white sugar; especially noticeable are the sharp 
dips at times of political crisis, such as December, 1843, and 
February, 1844. 


The downward trend in prices of rum seems to have occurred 
also because of the import of competing sugar products, from 
the province of Tabasco and Cuba. The local sugar interests in 
1845 had included in the Yucatecan tariff schedule passed in 
October some protection; most goods imported paid an 8% 
levy, but sugars and aguardiente from abroad fell under a 
double rate of 16%, along with soap and cotton. Even more 
marked was protection obtained the following May, when sugars 
were raised to 25%, and aguardiente to 45%. The high pro- 
tection brought conflict between distilling interests, and the 
large merchants of Campeche, whose import business was imme- 
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diately impaired. The latter economic group, still entrenched, 
won a reduction to the lower 1845 rates for aguardiente. De- 


feated on tariff grounds, the preserve of merchants, distillers 
turned in other directions. 


Table 6 


RETAIL SUGAR PRICES, YUCATAN, 1840-47 


Fine White 
Regular white Rum 
reales/ pesos/  reales/ pesos/ pesos/ 
arroba pound arroba pound barrel 
December 1840 .067 13 .052 18.00 
February 1842 .060 11 .044 ? 
January 1843 .056 9 .036 ? 
December 1843_____ .028 4 .016 4.00 
January .036 6 .024 5.00 
February 1844 .024 4 .016 ? 
January 1847 .064 12 .048 5.50 


Among them the doctrine that taxes should be paid by the 
consumers rather than by the manufacturers of aguardiente be- 
came popular. Around this idea a monopolistic cartel of dis- 
tillers crystallized. The object of the group was to obtain favor- 
able legislation and to control the output of rum. They argued 
that the 6 pesos a barrel production tax, in effect since December 
1841, should be borne by others. It hampered them to the 
degree that they could not compete abroad with the products of 
Cuba and Tabasco. 


These outside governments, they stated, did not try to tax 
their own sugar industry out of existence; no direct levies were 
collected in those places. Rather than hampering the Yucatecan 
enterprises by unfair and exorbitant rates, the provincial gov- 
ernment should subsidize cane production, just as it subsidized 
coach lines or a gunpowder factory, said distillers. Whether 
their arguments or their political power was the more persuasive 
force, distillers won major points in April 1847. The consumer’s 
tax replaced the distiller’s, but was set at only 4 pesos a barrel. 
No outright subsidy was ever granted. 
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The Caste War began in the summer and fall of 1847, but in 
those early days it did not put an end to the controversies over 
sugar taxation. Presumably by the winter of 1848, however, 
the small merchant interests (on whom the consumer’s tax 
immediately pressed) were also strong enough again to redraw 
the tax laws. A statute soon reverted to the earlier principle, 
and invoked the producer’s tax, levied on permanent equipment. 
Ordinary stills of one pipa capacity paid 240 pesos, while cylin- 
drical ones were taxed at 340. The tax policy of unsympathetic 
governments was an adverse element in technological advance 
—the better the equipment a man had, the higher tax rate it 
cost him. 


It was not long before the distillers were again in the public 
eye, with protests against the law of December 1848. They 
reiterated all the arguments they had advanced before, but now 
included a novelty. They suggested that the collection of sugar 
taxes be farmed out at public auction (much as tithes and other 
levies had been handled earlier in other parts of New Spain). 
The successful bidder would then make the appropriate arrange- 
ments with the industry as to how the money should be raised 
from them. In November 1849 this peculiar arrangement actu- 
ally went into effect. Justo Sierra, writing in El Féniz, predicted 
that it would not work; for example the complicated procedure 
finally left the amount of money to be raised at a 500 peso daily 
quota. Under heaviest government direct taxation, the industry 
had only yielded about 25,000 pesos a year, according to the 
distillers’ own figures. 


By now, too, the battles of the Caste War had grown in num- 
ber and ferocity. Most of them were fought in the sugar rais- 
ing country. Asa result of two years of fighting, haciendas had 
been burned, cane fields ravaged, equipment destroyed, communi- 
cations cut, regular labor non-existent. Not only for the rea- 
sons that Sierra outlined, but because of destruction which war 
had wrought, the auction system was doomed. In fact it was 
suspended in January 1850. 

The Caste War burst the bubble of sugar. From time to 
time during later years the industry fitfully revived, but never 
on as broad or important a scale as from 1823 to 1847, a quarter 
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century which saw it grow from a small collection of individuals 
to a monopoly that accounted for over half of the value of Yuca- 
tan’s total commercial products (Table 3). A moderate pro- 
tective tariff, high selling prices, cheap land, inexpensive labor, 
and an adequate though not advanced technology, helped to 
account for its rise. Seemingly its chief difficulties were politi- 
ical ones, over which the industry could exercise some control. 


In fact, though, the main element which wrecked it was not 
tax laws but resistance of Maya to further advance of sugar 
cultivation. The necessities of the enterprise, by inner logic, 
required that it expand over the fertile lands on which previ- 
ously had existed only small Indian rancherias or semi-isolated 
maize-raisers; at the same time the business required that the 
Maya be reduced to a stable and disciplined labor force. Though 
the sugar growers did not initiate peonage laws, they exploited 
the existing ones, earlier made especially rigid to safeguard the 
peculiar interests of logwood entrepreneurs. Unlike nearly all 
other Yucatecan crops or commodities, sugar competed directly 
with the Indian for the best lands. With the weight of govern- 


ment policy behind the sugar cultivators, the competition for 
control of these lands was not equitable. To the Maya were left 
the alternatives of submitting to commercial hacienda discipline 
or of fleeing—or of fighting. The Caste War was their answer. 





 _ 


February 25, 1948 


The Editor, 
Inter-American Economic Affairs, 
Washington, D. C. 


Dear Sir: 


I have no wish to prolong indefinitely the controversy between 
Dr. Salera and me relating to financing industrial development 
in Mexico, but there are two questions of fact raised by Dr. 
Salera’s latest communication (Inter-American Economic Af- 
fairs, December 1947, pp. 93-96) to which I should like to have 
Dr. Salera give answers. 


One is concerned with the following statement made by Dr. 
Salera: “High interest rates on demand deposits, I submit, have 
an important bearing on the hoarding question” (p. 94). It is 
my understanding that Mexican law forbids the payment of in- 
terest on demand deposits in banks. I should like to know the 
authority for Dr. Salera’s statement. 


Perhaps Dr. Salera is basing his remark on the repurchase 
feature of Nacional Financiera certificates of participation, 
which give the holder virtually a demand right. From the stand- 
point of security (in the context of hoarding) I do not think 
that the certificate is equivalent to a demand deposit. But, for 
the sake of discussion, let us concede the point that they are 
equivalent. The question then arises: Is the volume of such 
certificates large enough to say that they establish a rule that 
high interest rates are paid on demand deposits? At the end 
of 1946, 242 million pesos worth of these certificates were out- 
standing. At the same time, demand deposits of banks, on which 
no interest was paid, amounted to about 1.9 billion pesos. Add- 
ing the two figures, we get 2,142 million pesos for the total of 
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“demand deposits.” The certificates, on which interest was 
earned, represented about 11 per cent of this total. Do they, 
therefore, justify the generalization that interest rates are paid 
on demand deposits? Inasmuch as they were available in such 
limited amounts, compared to demand deposits in banks, I should 
prefer to generalize from the 89 per cent on which no interest 
was paid. 


The second question relates to the following paragraph writ- 
ten by Dr. Salera (p. 95): 


I stated, and I repeat, that there is a presumption that 
the older manufacturing industries enjoy a position of com- 
parative advantage, transport considered. It is true that 
some of these industries enjoy tariff protection; those that 
do not and continue to flourish are more than holding their 
own with respect to foreign competition. I know of few 
cases in economics where we have a better basis for making 
a presumption of the sort that I have made. 


Will Dr. Salera please tell us which of these industries do 


not enjoy tariff protection? 


Sincerely yours, 


SANFORD A. MOSK, 
Department of Economics, 
University of California. 








